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PROCEEDINGS AND DEBATES OF THE SIXTY-NINTH CONGRESS
FIRST SESSION

The Senute reassembied at 11 o'clock a. m.,

SENATE
Moxpay, February 8, 1926
(Legisiative day of Monday, February 1, 1926)

of tlie recess,

AMr. JONES of Washington.
absence of a quorum.

The VICE PRESIDENT. The clerk will eall the roll.

The Chief Clerk called the roll, and the following Senators
answered to their names:

on the expiration

Mr. President, I suggest the

Ashurst Ferris King Bheppard
Biagham Fess La Follotte Shipstead
lense Fletcher MeKellar Hhortridge
Horah Frazier McLean Bimmons
Bratton Greorge McMaster Hmith
Iirookhart Gerry McNary Smaot
Broussard GHlett .\lns'ﬂoﬂ] Btanfield
Bruce Glass Metealt Stephens
Butler Goll Mo:ses Bwunson
Capper Gooding Nerly Trommell
Caraway Hale Norheck Ty=son
Copeland Harreld Nurris lnderwood
Couzens Harrvis Ny Wadsworth
Curtis Harrison Oddie Walsh
Dale Heflin Pine Watson
Drneen Howell Ruanadell Weller
11l Johnson Keod, FPa. Wililams
Edge Jones, Wash, Robinson, Ind. -~ Wiills® -
Kdwards Kendrick SBackett .
Feruald Koeyes Schall

Mr. JONES of Washington. I wish to announce that the
Senator from Wyoming [ Mr. Wagrex], the Senator from North
Carolina [Mr. OverMan], the Benator from Wisconsin [Mr.
Lexroor], the Senator from Colorado [Mr. Paires], and the
Senator from Delaware [Mr. Bavanrn] are engaged in.a hea.rlpg
before the Committee on Appropriations.

I also deslre to anuounce that the Senator from Iowa [Mr.
Coummixng], the Senator from Kentucky [Mr. Exxsr], and the
Senator from Colorado [Mr. Meang] are detained at a hearing
bofore the Committee on the Judiciary.

The VICE PRESIDENT. Seventy-eight Senators having an-
gwered to their names, a quorum is prescnt,

PETITIONS AND MEMORIALS

Mr. McKINLEY presented resolutions adopted by the board

of supervisors of Livingston County, Ill., favering the passage
of the so-called Dickenson bill, granting relief to and stabilizing
the agricultural fndustry, which were referred to the Commit-
tee on Agriculture and Forestry.

He also presented the memorial of Jesse R. Gentley, of
Chicago, I1l., remonstrating against the abrogation of the pres-
ent policy of charging fees for grazing privileges in the na-
tional parks and forests and substituting individual grazing
rvights upon an area basis in sald parks and forests, which
was referred to the Committee on ublle Lands and Surveys.

Mr. WARREN presented a resolutlon adopted by the
Women's Departmental Club of Casper, Wyo., authorizing an
adequate appropriation for the construction and operation
of the proposed Casper-Alcova irrigation project, which was
referred fo the Committee on Irrigation and Reclamation.

He also presented a resolution adopted by the Women’s De-
partmental Club, of Casper, Wyo., protesting against any fur-
ther extension of the boundaries of the Yellowstone National
Park, which was referred to the Committee on Public Lands
and Buorveys.

He also presented resolutions adopted by the Lander Com-
mercial and Kiwanls Clubs, in the State of Wyoming, favor-
ing the extension of the boundaries of the Yellowstone Na-
tional Park, which were referred to the Commlittee on Public
Lands and Surveys.
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REPORTS OF THE DISTHICT COMMITTEE

Mr, CAPPER, from the Committes on the Distriet of Calum-
bia, to which was referred the hill (8. 2041) to provide for
the widening of First Street between G Street and Myrtle
Streel NE,, and for ofher purposes, reported it without amend-
ment and submitted a report (No. 161) thercou.

He also, from the same committee, to which was referrcd
the bill (H. R. 4785) to enable the Rock Creek and Potomace
Parkway Commission to complete the aeguisition of the land
authorized to be acguired by the publie buildings appropriation
act, approved March 4, 1913, for the connecting parkway be-
tween Roek Creek Park, the Zoological Park, and Potomae
Park, reported it without amendment and submitted a report
(No. 152) thereon.

BILLS AND JOINT RESOLUTIONS INTRODUCED

Bills and a joint resclution were introduced, read the first
time and by unanimous consent the second time, and referred
as follows:

By Mr. SHORTRIDGE :

A bill (8, 3033) for the wllef of Charles . Sies; to the
Commiitee on Naval Affairs.

DBy Mr. GOODING:

A bill (8. 8034) anthorizing the Sécretary of the Interior to
diepose of certain allotted land in Boundary County, Idaho,

.and to purchase a compact tract of land to allot in small tracts

to the Kootenal Indians as herein provided, and for other pur-
poses; to the Committee on Public Lands and Surveys.

By Mr. ASHURRST :

A bill (8. 3035) granting a pension to Anna 8, Tenuey (with
accompanying papers) ; and

A bill (8, 8030) granting a pension to Rachel E. Berry (with
decompanying papers) ; to the Committee on Pensions.

By Mr. WADSWORTH :

A bill (8. 3037) to provide retircment for the Nurse Corps
of the Army and Navy; to the Committee on Military Affairs.

By Mr. COPELAND:

A bill (8. 3038) for the relief of Joseph L, Keresey; to the
Committee on Claims.

Dy Mr. ODDIE

A bill (8. 3039) to provide a water system for the Indians
lving at the Dressglerville Indian colony near Gardnerville,
Nev.; to the Committee on Indian Affairs,

By Mr. CAPTER:

A bill (8. 3040) to amend an act entitled “An act to regulate
the height of buildings in the Distriet of Columbia,” approved
June 1, 1910, ag amended by an act of Congress approved De-
cember 30, 1910 ; to the Commitice on the District of Columbia.

By Mr. WILLIS:

A bill (8. 8041) granting an increase of pension to Saretta L.
Henderson (with an accompanying paper) ; to the Committee
on Pensions,

By Mr. DALE (for Mr. GREERE) !

A bill (8. 8042) granting an increase of pension to Flora H.
Collins; to the Committee on Penslons.

By Mr. McKELLAR :

A bill (8. 3043) granting an inecrease of pension to George
Milams (with accompanying papers); to the Committee on
Penslons.

DBy Mr. ERNST :

A bill (8. 8044) granting a pension to Mary Cole Leach
(with accompanying papers) ; to the Committee on Pensions.

By Mr. DILL:

A Dbill (8. 3045) granting a pension to T, J. Clancy ; and

A bill (8. 8046) granting an increase of pension to Rosanna
McWhorter ; to the Committee on Pensions,

B481



3482

By Mr. HEFLIN:

A Dill (8. 3047) for the relief of Charles O. Green; to the
Committee on Claims.

A bill (8. 3048) to nmend the United States cotton futures
act as amended ; to the Committee on Agricnlture and Forestry.

By Mr. BRUCE:

A bill (8. 3049) for the rellef of Mrs. M. McCollom, Margaret
G. Jackson, and Dorothy M. Murphy; to the Committee on
Claims.

Dy Mr. HEFLIN:

A joint resolntion (8. J. Res. 52) authorizing an appropria-
tlon for a monument to Maj. Gen, William Crawford Gorgas,
late Surgeon General of the United States Army; to the Com-
mittee on the Library,

AMENDMENT TO AGRICULTURAL APPREOPRIATION BILL

Mr. FLETCHER submitted an amendment proposing to In-
erease the appropriation for enabling the Secretary of Agricul-
ture to investigate and certify to shippers and other interested
parties the class, qunality, and/or condition of cotton and
fruits, vegetables, poultry, butter, hay, and other perishable
farin products when offered for interstate shipment or when
received at such Important central markets as the Secretary
of Agriculture may from fime to time designate, or at points
which may be conveniently reached therefrom, ete., from
S348.7056 to $353,755, intended to be proposed by him to House
bill 8264, the Agricultural Department appropriation bill, which
was referred to the Commitiee on Appropriations and ordered
to be printed.

AMENDMENT TO FIRST DEFICIENCY APPROPRIATION BILL

Mr. HALE submitted an amendment proposing to appropri-
ate §11,000 for the repair of damage done to roads, water sys-
tems, schools, and other public buildings as the result of the
hurricane which visited Amervican Samoa on January 1, 1926,
intended to be proposed by him to Hounse bill 8722, the first
deficieney bill, 1926, which was referred to the Committee on
Appropriations and ordered to be printed.

AMENDMENT TO NAVAL APPROPRIATION BILL

Mr. HALE submitted an amendment intended to be pro-
posed by him to House bill 7554, the naval appropriation bill,
which was referred to the Committee on Appropriations and
ordered to be printed, as follows:

On page 42, lne 16, after the sum “ $4,100,000," Insert the fol
lowing: “for new construction and procurement of aircraft and
equiment, $4,062,500: Prorvided, That in addition to the amount
herein approprinted and specified for expenditure for new construc-
tion and procurement of alrcraft and equipment the Secretary of
the Navy may enter into contracts for the production and purchase
of new airplanes and their equipment, spare parts and accessorics,
to an amount not in excess of §4,100,000."

OBJEOTIONS TO FROHIBITION

Mr. EDWARDS. Mr. President, I ask unanimous counsent
to have printed in the Recorn a radio address delivered by my
colleague [Mr. Epce] on the 4th instant.

There being no objection, the address was ordered to be
printed in the REcorp, as follows:

RADIO ADDRESS BY BRENATOR EDGE, FEBRUARY 4, 1020

My fellow cltizens, any law thnt has brought in Its trall the havoe,
the defiance, and the corruption which has followed the Volstead Act
can not be successfully defended. It has not brought temperance; it
has Inereased intoxieatlon,

It is entirely beslde the guesilon to Insist all law, no matter how
unpopular, should be obeyed. No one disputes that, Neither does such
insistence solve the problem,

This act has been given a fair trial. Hundreds of mlilllons of dollara
have been ex ded in an o essful effort to enforce it, and yet vio-
lations have increased year “after year.

The time has arrived to face the facts and no longer fall back on
bluster and subterfuge.

To-day we have all the evils of preprohibition days plus fncreased
drunkenness and arrests, Incransed alcoholle insanity and deaths, wide-
gpread corruption in the publie service, more dives than we formerly
had.saloong, an appalling Increase in liguor drinking among young men
and young women, practieally unknown before prohibition, and n gen-
eral disrespect for all law that threatens the very foundation of the
Republic,

What ean we do nbout jt?

I can offer at least one Imwmedinte method for relief.

We should make the Volstend Act as honest &8 is possible to accom-
plish through legislation. To-day it is an indefensible contradiction.

Do you realize that nnder its terms cltlzens are permitted to produce
wiue and cider for home consumption up to the point of proven intoxi-
catlon, while the samie eitizens ure criminals If they moke or possess
Leer or cereal bevernges contalulng onc-lnlf of 1 per cent alcohol, which
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all admit is not intoxicating or near intoxleating?
who will follow me if this is not absolutely true.

This discrdmination In ftself furnishes an excuse, warranted or
otherwise, for thousands of citizens to utterly disregard a law so
Inconsistent and so unjust.

The prohibition amendment only prohibits intoxicating beverages.
Then why should Congress prohibit nonintoxicating beverages?

At lenst Congress can rvectify thia indefensible condition, and Con-
gress has no moral right fo refuse to do so, whatever the result,

Government prohibitlon officlals, distrlet attorneys, and Federal
judges engaged in enforcing the law mow freely admit that these in-
consistencies make their work Impossible. How, then, can Congress
Jlonger refuse to squarely and fairly meet the lssune?

Everyone s deslrons of a tempernte condition.
Act has not brought that about.

Mpodification of the act within the clear terms of the Constitution
would partly subdue the spirit of protest and challenge now se
apparent.

Agnin, would it not be far better for the morals of the Nation to
have & temperite condition than prohibition that does not prohibit,
but rather breeds defiance, and in addition leaves in its wake a rapidly
broadening trall of misery and corruption?

In discussing the colossal failure of the Volstead Act I seldom
refer to the stupendous expense to the taxpayers. Were real results
aceomplishied, no one would questlon the cost.

However, when n Federal officer sworn to enforce the law frankly
exposes the situation, as did United States District Attorney Buckner
In New York a few days ago, it is time to sit up and take notice. The
district attorney disturbed those who decline to admit fallure by elaim-
ing with present I'edernl appropriations, which according to Attorney
General Sargent amount mow to $30,000,000 & year, he wns unable to
more than make an effort to cover one-fifth of the violations,

It District Attorney Buckner's estimate is correct that it requires
$20.000,000 to pursue one-fifth of the violations and then fail, it wounld
apparently require $150,000,000 annually to conduct anything like a
complete campalgn of enforcement.

This is entirely apart from the millions States and munlcipalities
are spending and the millions it costs to malotain the courts of the
country, both State and Federal, whose work to-day |s almost exclusively
confined to vielatlons of the prohlbition sct. Just think of it! One
hundred and Afty million dollars a year {rom the taxpayers. Why, do
you realize that the last Federal appropriation for the great Department
of Agriculture, with all Its ramlfications in every State in the Unlon,
was less than this amount? Can't you imagine when the American
people actually realize this situatfon they will arise en masse and de-
mand & termination of the biuff which instead of bringing about tem-
perance is demorallizing the public service of the country?

O fellow citlzens, the time has passed for stubbornness and politles,
for Impugning motives and misrepresenting facts. This intolerable
situation In which we find ourselves must be remedled. A solution can
not be reached through vilification. The facts are with us and we
can no longer evaule them.

I will quote but one statistic. Tt should be convincing, The Federal
Burean of the Census recently lssued a table showing the combined
death rate in the country from all causes as gradually decreasing, while
during the same period the deaths from alcoholic poisoning have in-
creased without exception in every single Btate in the Unlon. 1Is that
sectional? And yet defenders of the Volstead Act elalm progresa.
There has been progress, but tlie trouble is It has been in the wrong
direction.

1 have always admitied modifylng the Volstead Act, while greally
helping the situation, will not solve the entire problem.

We can well afford to heed the much better moral and socinl condi-
tion prevaillng in the various so-called wet Provinces of our peighhbor
on the morth, Canada.

Mogt of the Canadlan Provlnces trled our experlment and, followlng
us, voled dry, All but one—Ontario—has returned to some form of
wetnesa. Burveys and revicws of the results have clearly and positively
demonstrated generally hmproved conditiona.

These countries have apparently declded governmental distribution of
pure and legallzed liquors was preferabla to the bootleggers' distribu-
tion of poisonous substitutes, Thal's what we have to-day.

We could profit through their experlence and some day we will, but
it 1s appalling to contemplate the havoe in the meantime,

The bootleggers and the extreme drys are together resisting all
efforta for modification. Publie opinion, however, as now dally ex-
pressed from pulpit and fornm, {8 demanding action and freely admit-
ing the error we have made, Only pure, unadulterated stubbornness
maintalng otherwise,

I earnestly hope the demand for modification, now so manifest, will
grow stronger and stronger, in order that cooperative actlon can be
assured and respect for law renewed.

Is 1t not slgnificant when prominent educators, ke Dean Gauss, of
Princeton, and President Butler, of Columbia, demand modification?
They are In daily contoct with those approaching maubood. They
nobesitutlogly admit the calamity of the present situation.

I ask my opponent

But the Volstead
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Only to-day an assoclation of the powerful Eplscopal Church,
through Doctor Empringham, secretary of the Church Temperance
SBociety, came out flatly for modificatlon., Certainly no sane man
would question their sincerity.

The common-senze result of modification would be a lower consump-
tion of hard lquors. That's true temperance.

We are not enlisted in an effort to tear down but rather to bulld
up. To amend an unworkable law s not to violate it, but rather to
make it worthy of the great Republic in which we live. We can and
will 1o longer perpetuate a lle.

[Senator DiLL followed, whose address appeared in the proceed-
ings of the Senate of Saturday, February 6 (legislative day of Monday,
February 1), 1926.]

REBUTTAL BY SENATOR EDGE

My friends, as 1 anticlpated, and yet with every good feeling to my
colleague, he has adopted the usnal old tactics, fallen back on the same
old worn-out claims which I have on previous occasions completely
punctured and disproved.

He asked me two questions, and in the limited time I have I don't
want him to have the opportunity to say I have evaded anything. I
will answer both of them.

He asked if I really am in favor of 2.756 per cent beer or som# other
voltage of beer, or whetlier I belleved that the eighteenth amendment
should stand, or If it should be amended or repealed.

When he attempts to minimize the inconsistencies and the discrimi-
nations of the present Volstead Aect by using the expression that the
cider and wine privilege of that act was for a few housewives to
make fruit julces, then I must accuse him of evasion. Does he know
that in the State of California alone over 45,000 permits were asked
for and issued to enable citizens of that Btate to make what he calls
fruit juices—in reality to make, of course, wine, and to make wine as
intoxicating as 90 per cent of them could make it? They would not
have bothered with permits otherwise. And when I contend that the
Volstead Act, unless it be fair to all classes of citizens, invites the
protest and challenge we now know exists, I simply repeat what every
citizen knows and will admit if he wants to admit the facts.

Why should there be any objection to at least making the Volstead
Act consistent in this regard? The Senator admits that we can not
amend the Constitution through an act of Congress. 1 absolutely
agree with him. Any amendment we add to the Volstead Act allowing
2,76 beer or whatever voltage that is not proven intoxicating as now
allowed wines, the Supreme Court will have the flnal say. Why should
Congress refuse this privilege? In refusing the privilege they invite
the protest which is evident over all this country, and naturally so.

In his gsecond question, as I recall it, he clalmed a large gquantity of
beer was drunk before prohlbition went into effect, I agree with him,
And this Is one of the main arguments I present. I say this because
of the great number of people to-day who are drinking all kinds of
substitute poisonous concoctions of every character. Our Natlon was
100—yes, 1,000 per cent better off when they were drinking beer than
when they are drinking the concoctlons of to-day. My dear Benator,
1 think you made the statement that you leoked forward to the day
when the use of alcohol will have passed. We all look forward to the
day when we, at least, can be temperate, but you can not look forward
to impossibilities. We are facing an issue we can not evade, and we
ghould admit it is the duty of Congress to meet the issue, Perhaps
my solution is mot the best, but 1 want to see the time when both
gides are free from blas and not extreme either way, when they w’!l git
around a table recognizing the problem and solve It fair to the rights
of all American citizens,

BARAH A. LUCAB

Mr. CURTIS submitted the following resolution (8. Res.
143), which was referred to the Committee to Audit and Con-
trol the Contingent Expenses of the Senate:

Resolved, That the Secretary of the Senate hereby is authorized and
directed to pay to Sarah A, Lucss, widow of James J. Luecas, late
a laborer employed under the Bergeant at Arms of the Senate, a sum
equal to gix months' compensation at the rate he was recelving by law
at the time of his death, said sum to be considered inclusive of funeral
expenses and all other allowances.

MESSAGE FROM THE HOUSE

A message from the House of Representatives, by Mr.
Farrell, its enrolling clerk, announced that the House had
passed a bill (H. R. 8722) making appropriations to supply
urgent deficiencies in certain appropriations for the fiseal year
ending June 30, 1926, and prior fiscal years, to provide urgent
supplemental appropriations for the fiscal years ending June
80, 1926, and June 30, 1927, and for other purposes, in which it
requested the concurrence of the Senate.

ESROLLED BILL SIGNED

The message also announced that the Spesker of the House
had afiixed his signature to the enrolled bill (8. 1423) to relin-
quish the title of the United States to the land in the donation

clalm of the heirs of J. B. Bandrean, sitnafe in the county of
Jackson, State of Misslssippi, and it was thereupon signed by
the Viee President.

HOUSE BILL REFENRED

The bill (H. R. 8722) making appropriations to supply urgent
deficlencles in certain appropriations for the fiscal year ending
June 30, 1928, and prior fiscal years, to provide urgent supple-
mental appropriations for the fiscal years ending June 30,
1926, and June 30, 1927, and for other purposes, was read
LWice by its title and referred to the Committee on Appropria-

Cns.

TAX REDUCTION

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 1) to reduce and equalize taxation,
to provide revenue, and for other purposes.

Mr. WILLIS. Mr. President, one of the amendments which
will be found upon the desks of Senators, and to which atten-
tion will be drawn when we come to amendments other than
committee amendments, relates to the subject of living revocable
trusts, on which I shall desire to make some observations
when the time comes. Meanwhile I ask permission to have
printed in the Recorp resolutions that have been adopted by
the Cleveland (Ohlo) Chamber of Commerce touching the ques-
tion of living revocable trusts.

The VICE PRESIDENT. Without objection, the resolu-
tlons will be printed in the Recorb.

The resolutions are as follows:

THE CLEVELAND CHAMBER OF COMMERCE,
Cleveland, February 6, 1926,
Hon, FRANE B. WILLIS,
United States Senate, Waahington, D. O,

Dear Big: The secretary has the honor of bringing to your attention
the following action of this chamber;

“ Whereas it has come to the attention of the Cleveland Chamber of
Commerce that creators of revocable trusts have been subjected to a
hardship in the administration of the income tax laws for the years
1919 to 1923, Inclusive, occasioned by the voluntary reversal of the
policy of the Treasury Department as to the taxation of the income of
such trusts; and

“* Whereas persons who have created such trusts, of whom there are
many io the vicinity of the ecity of Cleveland, have in effect been pe-
nalized for relying upon tbe rulings and regulations of the Treasury
Department that were in force prior to such voluntary reversal thereof §
and

“ Whereas Senator FrRaANE B. WiLnis, of Ohlo, has Indlcated his
intention to introduce in the Senate of the United States an amend-
ment to the revenue bill now pending before Congress, which amend-
ment will correct by retroactive enactment the Injustice that has been
done as aforesald ; and

* Whereas the purpose of said amendment is to enact and make the
law for such prior years as it was considered to be by the Treasury
Department and by Congress when revenue acts prior to the revenue
act of 1924 were passed : Now therefore be it

“Resolved, That the Cleveland Chamber of Commerce, upon the ree-
ommendation of its committee on taxation, go on record as favoring
said amendment as being a means of affording justice to taxpayers
who will otherwise be subjected to a penalty for relying upon the rulings
and regulations of the Treasury Department.”

Very truly yours,
MUNSON HAvVENS, Seoretary.

Mr. SMOOT. Mr. President, I desire now that the Senate
shall resume consideration of the amendment making tax re-
turns public records, the amendment being found on page 113,

The VICE PRESIDENT. The Clerk will state the amend-
ment of the committee and the pending amendment to the
amendment,

The CaHigF Orerk. The committee proposes, under the
subhead “ Returns to be public records,” on page 113, line
2, before the word “shall,” to strike out “but they” and
insert ** but, except as hereinafter provided in this section and
section 1203, they,” so as to read:

8pc. 257. (a) Returns upon which the tax has been determined
by the commissioner shall constitute publie records; but, execept as
hereinafter provided In this section and section 1203, they shall be
open to imspection only upon order of the President and under rules
and regulations preseribed by the Secretary and approved by the
President.

The Senator from Nebraska [Mr. Norris] moves to amend
the amendment of the committee on page 113, line 1, by strik-
ing out all after the word “ records” down to and including
the word “ President™ in line 5, and in lien thereof to insert:
“and shall be open to examination and inspection as other
publle records under the same rules and regulations as may
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govern the examinatlion of publle documents generally,” so as
to read:

Returns upon which the tax has been determined by the ecommis-
gloner shall constitute public records, and shall be open to examina-
tlon and igpection as other public records under the same rules and
regulations as may govern the examination of public documents
generally.

Mr. NORRIS. Mr. President, I desire briefly to explain the
pending amendment. Many Senators have asked me whether
the adoption of the amendment would mean that officlals of
the Government would be required to publish income-tax re-
turns. There is no such thing contemplated in the amendment.
It is true that under the existing law it is the duty of the
revenue officials to publish the names of the taxpayers to-
gether with the amounts of taxes which they pay. That pro-
vision of law is repealed by the bill as it passed the House
and no attempt bas been made by the Finance Committee of
the Senate to restore the provision. The amendment now
pending, known ordinarily as the publicity amendment, does
not restore that provision of law.

The amendment upon which we are to vote when we reach
a vote on the pending question is identical word for word
with an amendment which I offered when we had thé prior
revenue bill before the Senate, It is in the exact language
in which the amendment passed the Senate by a vote of 48
yeas and 27 nays. It simply provides that the income-tax
returns are public documents and that they are subject to the
right of anybody to examine them under the same conditions
as any other public document.

If this amendment I have offered shall be agreed to, it will
put the bill, so far as this part of it is concerned, word for
word, in exactly the same condition in which the last tax bill
was when it passed the Senate. If the amendment shall be
agreed to, the bill will then read as follows:

Sgc. 257. (a) Returns upon which the tax has been determined by
the commissioner shall constitute public records and shall be open to
examination and inspection as other public records under the same
rules and regulations gs may govern the examination of public docu-
ments generally.

Mr. COPELAND. Mr. President, will the Senator yield to
me?

Mr. NORRIS. I yield to the Senator from New York.

Mr. COPELAND. Will the Senator from Nebraska make
clear to the Senate how it was, then, that the Treasury Depart-
ment gave out these records?

Mr. NORRIS. I will make that perfectly clear right now.

Mr. COPELAND. I think it is very necessary that that
should be understood.

Mr. NORRIS. When the last tax bill passed the Senafe it
had in it just the provision which I have read. The bill went

~ to conference, and the conferees struck the provision out and
put in lieu the existing law, which provides, as I have stated,
that the names of the taxpayers shall be published together
— with the amount of tax which they pay. That was not in the
bill as it passed the Senate. The present provision of the law
was & compromise, which was agreed to in the conference com-
mittee.

Mr, HARRISON, Mr., President——

Mr. NORRIS. T yield to the Senator from Mississippi.

Mr. HARRISON. The provision with reference to the publi-
cation of names and the amount of tax paid was optional,
was it not? It was not mandatory upon the department to
publish that information?

Mr. NORRIS. T think it was mandatory on the Treasury
Department to furnish the information, but the department did
not have to publish it.

Mr. HARRISON. It is my impression that it was optional;
it was given out by the Secretary of the Treasury on the eve
of an election,

Mr. NORRIS. Yes; but no newspaper was compelled to
publish it unless it wished to do so. I do not mean to say that

| publication was imperative, of course.
| Mr. COPELAND and Mr. REED of Pennsylvania addressed
the Chair.

Mr. NORRIS. I yield first to the Senator from New York

Mr. COPELAND. As I understand the Senafor from Ne-
braska, this feature was not in the bill when it left the
Benate?

Mr. NORRIS. It was not.

Mr. COPELAND. And it was not in the bill when the bill
left the House of Representatives?

Mr, NORRIS. It was not.

Mr. COPELAND. But it was embodied in the bill by the
conferees?

ey
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Mr. NORRIS. Exactly; that is correct.

Mr. COPELAND. As I understand, the Senator from Ne-
braska is now sceking an amendment which will make these
records public records but will keep from the bill any such
outrageous use of the material as was perpetrated upez 3he
conntry by the Treasury Department?

Mr. NORRIS. Yes; that is correct.

Mr. REED of Pennsylvania. Mr. President, will the Senator
from Nebraska yield to me?

Mr. NORRIS. I now yield to the Senator from Pennsylvania,

Mr. REED of Pennsylvania. If the Senator from Nebraska
will look at the bottom of page 230 of the comparative print,
I should like to ask whether he does not consider that clause
(b) of section 257 of the revenue act of 1924 made it obligatory
upon the part of the Commissioner of Internal Revenue o pre-
pare for public inspection each year in the office of the collector
of each internal revenue distriet a list containing the name,
address, and amount of income tax paid by each taxpayer?

Mr, NORRIS. Yes, sir; I think that is so.

Mr, REED of Pennsylvania. So that there was nothing op-
tional en the part of the Commissioner of Internal Revenue
about making public that list?

Mr. NORRIS. No; I do not think there was anything op-
tional on the part of the Government officials, but it was per-
fectly optional on the part of any newspaper whether or not
it would publish the information.

Mr. REED of Pennsylvania. Yes; but the suggestion of the
Senator from Mississippi [Mr. Harrison], as I understood it,
was that the Treasury Department had exercised some option
and had voluntarily made these lists public. The Senator from
Nebraska does not mean to imply that that did happen?

Mr. NORRIS. I do not.

Mr. HARRISON. I think that my question implied that the
law probably was susceptible of that construction, but on now
reading 1 wish to state that I was in error. There was no op-
tional feature to it; it was mandatory.

Mr. DILL. Mr. President——

Mr. NORRIS, I yield to the Senator from Washington.

Mr. DILL. Did it ever occur to the Senator that this pro-
vision, which is now a part of the law of 1924, was writlen
for the very purpose of making publicity unpopular? In other
words, as the bill passed the House of Representatives there
was no provision on the subject; the Senate adopted a pro-
vision making income-tax returns public records, but the con-
ferees wrote a new provision which invited all the newspapers
of the country to publish this information. That being the
case, the newspapers did publish it, and gave an opportunity to
build up the opposition to it.

Mr. NORRIS. Of course, I can not say what was in the
minds of the conferees. I have not criticized and I do not now
care to make any criticism as fo the matter. The result, how-
ever, is perfectly clear. There is not any doubt about what the
law is; there is not any doubt about how it came to pass. The
facts have been briefly stated to me. Personally I do not care to
go any further into that discussion.

Mr, SMOOT. Mr. President

Mr. NORRIS. I yield to the Senator from Utah.

Mr. SMOOT. I was one of the conferees on the bill which
became a law in 1924, and I will assure the Senator from
Washington that there was no such infention. It was not inti-
mated by any member of the conference committee, and I
never heard such a suggestion until the present moment.

Mr. DILL. Mr. President, will the Senator from Nebraska
yield to me?

Mr. NORRIH, Yes.

Mr. DILL. Whether what I have suggested was in the
minds of the conferees or not, the fact remains that no provi-
sion could have been written in reference to the publicity of
income-tax returns that wounld have served to make it as un-
popular as it has been as the result of this provision. I call
attention to the fact that in no other law do we provide for
lists and then invite the newspapers to publish the taxes from
§1 up to £1,000,0600 paid on incomes.

AMr. COPELAND, Mr. President——

Mr. NORRIS. I yield again to the Senator from New York.

Mr. COPELAND. I want to have it made clear, Mr. Presi-
dent, how it is that this paragraph, which was just referred to
by the Senator from Pennsylvania, got in the law.

Mr. NORRIS. It was puf in by action of the conference
committee. The conference commitiee put that in in lien of the
provision which the Senate had adopted, and which I am
seeking again to have incorporated in the pending bill.

Mr. COPELAND. Let us make that certain by other evi-
dence, Not that I*doubt the Senator at all, but I want the
Senate to know positively and definitely and certainly that
that is the way it got into the bill
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I should ke to ask the Senator from Utah [Mr. Saroor]
was the provision just referred to by the junior Benator from
Pennsylvania in the bill as it passed the House or the Senate?

Mr. NORRIS. I can answer that gquestion, I have just
sald that it was not in the bill as it was passed by the House
or as it passed the Senate, but was added in conference.

Mr. SIMMONS. Although not in identical terms, I think it
!sq substantially the same as the provision adopted by the

enate.

Mr. SMOOT. I will endeavor to get coples of the bills.

Mr. COPELAND. It will be brought out, then, later in the
morning from the record what did happen, but I think the Sen-
ator from Nebraska is right. That is the way I remember it,
but I think we should know certainly about it.

Mr. SMOOT. I have sent for a copy of the bills.

Mr. NORRIS. If we had the bill here, I think it would show
what I have stated to be the fact.

I desired to make clear and bring out without any question
of doubt so as to satisfy Senators just what the proposed
amendment now pending will do. The law as it now stands was
not proposed either in the House bill at that time or the Senate
bill; it is not proposed by this amendment, and can not get
into this bill unless the conferees should put it in again as a
compromise. I hope they will not do so. If the Senator from
New York will refer to the Recoep he will find that when the
conference report came back to the Senate I addressed the
Senate in opposition to the approval of the couference report.
I did so mainly on the ground that the amendment which they
had put in as a compromise in lieu of what the Senate had
inserted was of no importance at best; it was only a sop. I
doubted the wisdom of it and thought then it would be just as
well to leave the returns secret as fo adopt the provision agreed
to by the conferees, 8o I voted against the conference report
mainly on that ground. Of course, I realized then that it was
an impossibility to defeat the conference report, because every-
body was anxious to get away: everybody was anxious that
the tax bill should be voted on, as will be the ease when the
conference report comes back on the pending bill with a com-
promise in it. That is true of every conference report, as a
rule, and it is particularly true when we are nearing the end of
a session and Senators want to get away.

The point I want to make clear is that the adoption of this
amendment will not require the Government to do anything
with these returns that is not done with every other publie
document. Tax returns are on all fours with all other public
documents, and we should not allow rules or regulations that
will make these public documents any different as to their ex-
amination from other public documents. Anybody can examine
a publie document under reasonable rules and regulations, and
tax returns should be subject to examination in the same way.

Mr. SIMMONS. Mr. President, may I interrupt the Senator?

Mr. NORRIS, I yield to the Senator from North Carolina.

Mr. SIMMONS. The Senator does not deny the fact that if
his amendment shall be adopted all inecome-tax returns, includ-
ing, of course, the complete statements with respect to all of
hie business transactions during the year, will be open to the
newspapers for inspection and publication, if they so desire.

Mr. NORRIS, They will be open, and the information will
be avallable to the extent that the tax returns show it. They
will be open to the same extent that the returns which the
Senator from New York makes in the eity of New York to the
local assessor and on file there are open to every citizen who
wants to examine them. They will be open to the same extent,
and only to the same extent, that a tax return made by the
Senator from North Carolina In his home town is open to
inspection there; there will be no difference.

Mr, SIMMONS, All I meant to ask the Senator was whether
they would not be open not only to any taxpayer in the cpun-
try, whether or not he was directly or indirectly interested in
a particular return, but whether they would not be open like-
wise to every newspaper and to every attorney who might want
to find out about the return of a particular taxpayer.

Mr. NORRIS. Yes; certpinly they would.

Mr. SIMMONS. And the record that would be so opened
containg the minute history of the taxpayer’s business and
operations for the year in which the return is made.

Mr. NORRIS. To the extent that the law requires him to
return such a history in his tax return that is frue. In other
words, it is just the same as the case of a man out on the
farm who has 12 horses, 13 cows, 40 acres of wheat, 50 acres
of corn, 27 hogs, 450 bushels of oats, which he returns to the
assessor. He may also have five watches; he may have a dia-
wond ring, though, if he be a farmer such a ring would be
one that had descended to him from somebody else. He makes
a return of all his property to the local assessor. It is all there
on file, I can go and examine it if I want to do so. 8o can
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anyone else. Any newspaper in the town can look at it, and
say, “ Sam Jones, a farmer, returned 15 horses. We have been
out and counted them, and he has 22.” There is usually a
provision—I think it is true practically without exception—
that anyone who thinks the taxpayer has made an improper
return can make complaint, and there are proper officials to
hear it and take the matter up and go into it and see whether
or not the taxpayer has or has not made a proper return. So,
if he has been assessed too high, or thinks he has been as-
sessed too high, he has the right to go and have the matter ad-
judicated. There is not any such provision in the Federal tax
laws. BSo that publicity in this case will, perhaps, not go as
far ultimately as loeal tax publicity goes.

If the Senator means to imply that that would not be fair,
then there is not a tax return anywhere in the United States
that is fair. This is nothing new. It involves no mew prin-
ciple. It simply makes a public doecument of what even the
committee say ought to be a public document; but they sur-
round it with a provision that nobody can look at it, even if
it is a public document, unless the President permits it to be
done.

Mr. SIMMONS. Mr, President——

Mr. NORRIS. I yield to the Senator.

Alr. BIMMONS. The Senator, of course, wants the facts of
these matters bronght ount.

Mr. NORRIB. Certainly: and I am not objecting to inter-
ruptions, I will say to the Senator.

Mr. SIMMONS. The number of horses and mnles and other
items of visible personal property that a taxpayer owns and
the amount of land that a taxpayer owns are matters that
every man’s neighbors know. They know that he owns that
land and these horses and mules, and so on.

Alr. NORRIS. And it does not hurt him any, elther; does it?

Mr. SIMMONS. But he is not required by any law of the
States, so far as I know, to make a minute statement of all
of his business transactions involving profits, losses, interest
paid, debts due, and all that sort of thing, as in the other case.
I think the eases are not quite analogous; and if the Senator
will reflect upon the character of the returns that are made
publie in the States, I think he will see the difference. :

In my State—I do not know how it may be in other States—
lands are not valued by the taxpayer. They are valued by
a committee representing the community. Personal property
in the first instance is valued by him, but before it is entered
upon the tax lists it is subject to review by a board. So that
there is absolutely no objection on the part of anybody. so
far as I know, to making public a thing which is already publie.

Mr. COUZENS. Mr. President, will the Senator yield to me?

Mr. NORRIS. Just let me answer that first,

Mr. SIMMONS. I will say frankly to the SBenator that while
we have an income tax law in my State and we have an in-
heritance tax law in my State, I am not now advised whether
the returns under those laws are made public or not, 1 will
try to find ont.

Mr. NORRIS. Mr. President, I think what the Senator has
sald is an additional argument why these income-tax returns
should be made publiec documents and subject to inspection.
The Senator says it does not hurt the farmer any when he has
to return the number of horses he owns, because his neighbors
know how many horses he has, and he can not make a mis-
statement without being caught. Buppose it were seeret; sup-
pose the law provided that this tax return should not be dis-
closed and that it was a public document that could not be
examined unless the President gave permission to have the
examination made. Would the Senator expect the man with
10 horses to make as careful a return as he would if it were
public?

It is true, nevertheless, that the ordinary tax collector or
assessor in most of the States, perhaps all of them, regnires
the taxpayer to tell about the bonds that he owns, the mort-
gages that he owns. It does not require him to tell how much
he has made on them. That is public. John Jones shows that
he has go many bonds, so many notes, so many Government
bonds, so many State bonds. His neighbors may know that,
or his neighbors may not know it. They may know that he
is in the loaning business and loaning money, and necessarily
that he has a great many notes. When he makes his return
to the local assessor he tells the amount. When he makes
his Federal return he tells the profit he has made. Does that
hurt him any more than disclosing the amount?

You know, in a general way, if you can fignre interest,
about what a man makes if you know how many notes he has.
A bank must make a return, not only to the assessor but to
the Federal Government, of its loans. It shows what it makes.

It shows how many bonds it has, ihe kind of bonds, how much
cash it has, and the dividends that it has paid. Does that
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hurt the bank? There was a fight against that when we
enacted the natlonal bank act, but nobody would change it
now, The real bank that is prosperous makes statements
even when not required by law, in order that the public may
know the kind of business that it is doing.

In the case of a merchant who has a store, he reports to
the local assessor the value of his stock. He reports the kind
of stock, but he does not have to tell in his return how much
money he made out of it. When the merchant makes a return
to the Federal assessor, because the Federal Government
assesses on his profits, he shows what his profits are. There is
not any new principle involved, There is not anything new
about it. It is as old as government. No one would stand for
a moment for secrecy in the tax returns that are made to
our local assessors. Nobody has been hurt by it unless the
man is engaged in a dishonorable, dishonest business, and pub-
Heity might injure him,

Mr. GEORGE. Mr, President——

The VICE PRESIDENT. Does the Senator from Nebraska
yield to the Senator from Georgia?

Mr. NORRIS. I do.

Mr. GEORGE. I should like to ask the Senator two or
three questions, because I am interested in this phase of the
tax act and voted In 1924 for the amendment, which I think
was substantially the same as the one that is now under
congideration.

Mr. NORRIS. Identieally the same.

Mr. GHORGE. I should like, hiowever, to call the Senator’'s
attention to this fact:

When it comes to returns of tangible property, either real,

personal, or mixed, there can be no serious objection, of conrse,

to making those returns public, and there may be some good
accomplished by it. I may desire to know whether my neigh-
bor, who owns exactly the same kind of property that I own,
is paying at the rate that I am required to pay; and it is
conceivable that some good may result from comparing the
values placed upon actual property. I submit this case to the
Senator, however :

Two men may be engaged in the same kind of business.
They may be located on opposite sides of the same street.
They may start out with the same amount of capital ; but those
facts do not tell whether one is making money or whether
he is losing money. The fact that my neighbor has made an
income would be of slight benefit to me, or a slight indica-
tlon of what my income tax should be upon my business,

In ether words, I am trying to point out the difference be-
tween a return of real estate or of personal property, tangible
property having an actual value, when the effort is to find
the actual value of the property, and the inherent impossibility
of knowing whether a man has made money on a given invest-
ment.

Mr. NORRIS. Mr. President, to my mind it is not injurious
to the man to let the public know the amount of money that
he it making, any more than it would be injurlous to me, if
I were in the loaning business, to have to tell the people how
much money I had loaned out, or any more than it is injurious
to a bank to have to tell the public what dividends it has de-
clared, if any, during the preceding year. I can not see that
it would be any injury to the person. I can not see that he is
going to be interfered with in any way, unless he is trying to
cover up something.

Mr. GEORGE. Mr. President, I was not asking the ques-
tlon to indicate whether he was going to be hurt or not. I
am directing my question to the Senator now for the purpose
of trying to ellcit from him how anybody is going to be
benefited by the publicity of his return.

Mr., NORRIS. I am going to try to show that as I proceed.

Mr. GEORGE. Of course, if nobody is going to be bene-
fited. the Senator would not insist upon the amendment.

Mr. NORRIS. No; if no benefit is going to come from it, I
do not care anything about it. I concede that.

Mr. GEORGE. I apprehend that that is true.

Mr. NORRIS. Mr. Precident, I do not care at this time
to be diverted on that point, because I am going to spend
some time on it in the argunment I shall make,

Mr. HARRIS. Mr. President——

The VICE PRESIDENT. Does the Senator from Nebraska
yield to the Senator from Georgia?

Mr. NORRIS. In just a moment.

I want to say now, briefly, that publicity In public affairs
always benefits the public. I see the Senator shaking his
head. The contrary thing is llkewise true. Secrecy in Gov-
ernment affairs always injures the Government and the stand-
ing of the Goverment with the people, and always, if persisted
in and ecarried on, brings inefficiency and ultimately corrup-
tion. The history of civilization demonstrates that the public
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business .ought to be transacted in the eyes of the publie. It
goes without saying that if the returns to the local tax as-
sessor were going to be forever secret, men would take ad-
vantage of that secrecy and would shave their returns; dis-
honest men would make erroneous returns and thus escape
their just share of taxation, while the honest man, return-
ing all his property fairly and squarely, would have his bur-
dens of taxation increased to the exfent that the dishonest
man avoided taxation.

The very fact that we have publicity, standing all alone,
will bring honesty in returns, because the dishonest man,
knowing that his return is going to be subjected to scratiny,
to public gaze, to public examination if anyone wants to
examine it, will hesitate before he makes a dishonest return
and covers up his property or his gains or his losses.

I yield now to the Senator from Georgia.

Mr. HARRIS. Mr., President, objection has been made to
publicity on the ground that the public should not know what
profits men of wealth are making or losing in their business
transactions, There is one thing that the Senator from Ne-
braska has not brought out in this discussion that I should like
to remind him of.

A merchant, large or small, starts a business, and has a
competitor across the street, or two men buy farms and are
neighbors; one of them is not successful, and has to place a
mortgage on his stock of goods or property or farm, which is
recorded in the county clerk’s office. If he is successful, and
buys the property with a mortgage on 1it, he pays off that mort-
gage and this is canceled in the clerk of the court’s office.
All such transactions are made public, because it Is placed on
record; all town, county, and State tax records are public.
Not only that, but the finaneial standing of all persons engaged
in mercantile manufacturing or other business in the United
States are public, as mortgages, laborers' liens, and so forth,
are shown on court records. Bradstreet and Dun and other
mercantile agencies make public their financial standing of
all such persons. Why should men of wealth be allowed to
have their income-tax returns kept secret. I can not see why
there should be this discrimination. I think tax returns of
the Government should be made publie just the same as State,
county, and town taxes are made public.

Mr. NORRIS. I thank the Senator for his observation. I
think that is applicable.

I believe the Benator from Michigan wanted to interrupt
me. I yield to him now. :

Mr, SMOOT, Mr. President, will the Senator yield to me?

Mr. NORRIS. I yield first to the Senator from Michigan.

Mr. COUZENS. Mr. President, I just wanted to say this
in response to the question of the Senator from Georgia, with
respect to the difference between flling with a local assessor
a statement of assets, personal or otherwise, and the matter
he brought up of filing with the Federal Government or with
any State, so far as that is concerned, a statement reporting
income and earnings.

Ona of the outstanding arguments against publicity—or
accessibility, as I prefer to call it—of these public records
is, as the Senator from Georgia has said, that a man’s com-
petitors may find out what he is doing. That is the outstand-
ing argument from business institutions throughout the coun-
try. I submit that anyone who has had any experience with
banking, as many of the Senators here have had, or with big
business, knows full well that by subsgecribing to Dun or Brad-
street, or any other credit agency, he can find out the most
intimate details of his competitor's financial standing.

Mr. REED of Penusylvanla. Mr, Presldent, will the Sena-
tor permit a guestion on that point?

Mr. COUZENS. Yes, Senator.

Mr. REED of Pennsylvania. Most of the reports made by
Dun and Bradstreet's that I have seen gave a man's balance
sheet. They showed what property he had, and what debts
stood against him; but they did not show his annual earnings
or his annual deficit. If they did they would run a lot of
people out of business very quickly.

Mr, COUZENS. The Senator ¢oes not wait until I com-
plete my statement. The statement from Dun and Brad-
street's, it is true, shows a balance sheet, but you ¢an get
appended thereto * Remarks,” by special request, showing the
amount of profits, the amount of dividends a man has pald,
and the general condition of the business. Not only that, but
bankers interchange that information.

Mr. REED of Pennsylvania. They do if the taxpayer is
willing to have it given out; but has not the Senator seen
many a return in which the taxpayer had declined to answer
that question, but had replied that he was solvent and that
his earnings were nobody's business?
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Mr. COUZENS. That is entlrely true; but I want fo say
that if I have a competitor and am doing business with a bank
other than the bank with which the particular competing
‘corporation or individual is doing business, I can go to my
banker and find out substantially everything that I want to
find out about my competitor's business. It is true that it is
given to me in confidence, but I might by those means ascer-
tain almost any intimate detail of any individual or corpora-
tion in business that I desired to know.

Mr. NORRIS, In much more detail than you can get it
from his tax return to the Government.

Mr, COUZENS. Yes, For instance, I have here samples
of reports filed by corporations and individuals which indicate
what I mean. I submit that it would take more than a
P’hiladelphia lawyer—it would probably take a Pittsburgh
lawyer—to analyze these and obtain from them any specific
information one desires to know. It would take days and days
to go through them and get the information one desired, as
is shown by the faet that auditors in the Bureau of Internal
Revenue, who are trained in such matters, spend days upon
anditing these returns.

Mr. GEORGE. Mr. President——

The VICE PRESIDENT. Does the Renator from Nebraska
yield to the Senator from Georgia?

Mr. NORRIS. I yield.

Mr. GEORGE. When one calls on Dun’s or Bradstreet's or
any other commercial agency, he enters into a confidential
relationship with them. That is a matter of business, and I
apprehend that neither Dun's nor Bradstreet's nor any other
respectable agency would give out information merely for the
purpose of harassing men in business would furnish a com-
petitor information merely for that purpose. That is a matter
of business; it is a matter of confidence, The reports are
confidential. That stands on altogether a different footing
from & proposal to make the income-tax returns public. I am
not discussing whether it hurts the income-tax payer, but I
am asking what possible good can come from publicity of a
man's income-tax return.

If I own real estate and my neighbor owns exactly the same
kind of real estate, the taxing aunthority may be benefited by u
comparison of the amount of taxes pald by my neighbor and
myself, but one man may have a given amount of capital
engaged iu identically the same business followed by another,
and he may make a success and pay an income tax, where
the other man may make a complete failure, and there is
absolutely nothing to be gained by a comparison of the income
and earnings of the one man with those of the other.

Mr. NORRIS. Does not the Senator believe that the dis-
honest taxpayer will take advantage of the fact that his
return Is going to be secret, and will not make the same
kind of a return that he would make if he knew it was going
to be open to public inspection? 3

Mr. GHORGE. If he is dishonest, he will eontinue his dis-
honesty, because there is nothing to be gained by a comparison
of returns.

Mr. NORRIS. He will not be induced to make an honest
return or dishonest return because he is afraid of any com-
parison.

Mr. GEORGE. Mr. President—— y

Mr. NORRIS. I will ask the Senator to wait until I have
finished this. The dishonest taxpayer will make a dishonest
return in order to save money for himself. He will not return
his gains; he will not return his profits. He will conceal in
devious ways what he ought to disclose, if he knows that no-
body will have the right to examine his return. He runs the
risk only of some official examining it, and he knows that it is
a physical impossibility for the officials to examine all of the
returns,

Mr. WATSON. Mr. President, will the Senator yield?

Mr. NORRIS. I wish Senators would let me proceed for a
while. I will yield to everybody in due time if it takes all
week, but not to everybody at once.

The dishonest taxpayer is the man we want to get. We are
trying to pass a law so that he will not be able to escape his
just share of taxation. The honest man does not need such a
law. Criminals are responsible for the enactment of prac-
tically all criminal laws. The dishonest taxpayer will seek a
loophole by which to escape, and whenever you let him out you
increase the burden of the honest man. My contention is that
the same principle applies to this that applies to any other
governmental business. If publicity prevents ecorruption and
dishonesty, then we ought to have it everywhere, If it does
not, then there is no use having it anywhere, We might just
as well discharge these reporters of our proceedings and save
that expense. We might as well close those doors and keep
the newspaper men and the public out from the deliberations
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of this body and say, “ We are golng henceforth to do business
in secret. Publicity does not do anybody any good. Whom
will it help?”

I might not be able to point out just where it would help. I
might have to admit that we could run along in secret and
perhaps do better for a time than we would otherwise. DBut
when I read the history of civilization, when I read about the
rise and the fall of governments that have been born and have
grown up and have died, I see that one of the greatest reasons
why those governments have gone by the board and have failed
is because of secrecy in public matters, becaunse public officials
have covered up their tracks. It enables dishonest men to
take advantage, and although the machinery may be as pure
as angels at the beginning, there has never yet been an excep-
tion; as fime has gone on and secrecy has been permitted,
eventually the government has become corrupt.

More than that, in a democracy, where the people are sup-
posed to be familiar with the public business, to know how it
is transacted, when it is done, and all about it, if it is covered
up in secret methods everyone will naturally become suspicious,
sometimes when there is no reason for suspicion, I admit.
People will imagine that things are wrong often when no wrong
exists. That is one of the evils of secrecy in public affairs.

Mr. WILLIAMS. Mr. President—

The VICE PRESIDENT. Does the Senator from Nebraska
yield to the Senator from Missouri?

Mr. NORRIS. I yield.

Mr. WILLIAMS. I would like to ask whether in the State
of Nebraska there is a statutory system under which the eiti-
zens of Nebraska become tax ferrets against their neighbors?

Mr. NORRIS. Mr. President, I wonder whether the Senator
Is in earnest in that question? I wonder if he is in good faith
when he asks whether we have a system in Nebraska that in-
duces one neighbor to ferret out the secrets of another neigh-
bor? I do not think we are any different from the people of
Missouri. Missourians have to be “shown” oftener than we
do, perhaps, but I presume our laws are about the same.

Mr, WILLIAMS. Mr. President—-

Mr. NORRIS. I will get to the Senatfer's question. He must
let me talk a little while I have the floor, I submit to his ques-
tions, even thongh I do not think he is proceeding on very fair
ground.

I presume the laws of Nebraska are very much like the Jaws
of Missouri, under which the great Senator who is now asking
the questions has been gent here. Under the law of Nebraska
the return of the local assessor is a public document, subject
to inspection by everybody who wants to go to his office and
examine it. If his neighbor wants to examine it, he may do so.
If a newspaper man wants to examine it, he may examine it,
Anyone may examine the return. Our law also proyvides that
if I think my neighbor is not assessed correctly, or that any
other man in the county is not assessed properly, I can make
a complaint before the board of equalization, the corporation
or man against whom I make the complaint will be summoned
before the board, and a trial will be had to see whether the
assessment ought to be inereased.

The law provides also that if I have been wrongfully as-
sesged. 1 can complain of my own assessment, and that matter
will be taken up and heard. As far as I know, from the date
Nebraska became a State down to now, there has never been
a volce raised against that publicity. As far as I know, there
has never been an attempt on the part of anyone, rich or poor,
to have returns made secret, indicating that the taxpayers are
afraid that their neighbors, through that law, might be turned
into detectives prying into the business of somebody else. The
curions one may do that, but the curiosity will disappear in 24
hours, and the right of examination will not be abused.

Mr. WILLIAMS. Mr. Presldent, will the Senator yield
further?

Mr. NORRIS. I yleld again to the Senator.

Mr. WILLIAMS. I meant exactly what I said to the Sena-
tor in asking him whether they had a system of tax ferrets in
the State of Nebraska.,

Mr. NORRIS. Tax what?

Mr. WILLIAMS. Ferrets, f-e-r-r-et-s, meaning one who
seeks out and pries into the business of others and gets a
reward if he finds that a man who has made a return has not
made as full a return as he may be able to prove he should
have made. In the State of Oklahoma I think they call them
tax ferrets, and I think that the tax ferret in Oklahoma is
given a reward if he can show that the State or the county
should have received a higher fax than the one which would
huve been received had the return not been dishonestly made.
1 asked the question in good faith, to find whether the same
system prevailed in the State of Nebraska.
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Mr. NORRIS., T will answer the question In the same good
faith, If we have such a law, I am not aware of it; I never
saw it; and I do not think we have such a law. I have never
known anyone engaged in that business,

Mr. WILLIAMS. It does not exist in the State of Missourl
In the State of Missouri we do not make returns to the local
assessor for stocks in Missouri corporations; nor do we make
returns for stocks in foreign corporations, if the foreign corpo-
rations pay taxes in the States in which they do their business;
nor do we make returns of property which is exempt from
taxation, as Government, State, or municipal bonds; nor do we
make returns of notes held by the people of Missouri against
people in Nebraska. So that the returns made by taxpayers in
the State of Missouri of their general personal property are
not in the least informative. Again, the real estate is mot
returned by the owners in the State of Missourl, but is assessed
by the assessor of the county, and of course his assessments are
public.

Mr. NORRIS. That s the point; his assessments are public.

Mr. WILLIAMS. DBut it is of property, not income.

Mr. NORRIS. Of course it is property; and if a man has
property that is covered up, which he carries in his pocket like
a note, if he makes an honest return, he will return it; and if
his return is to be made public, he is afraid to conceal it, for
fear somebody, even the man who owes the debt to him, might
disclose the truth.

Mr. WILLIAMS. No; Mr. President, he will not return it,
because the supreme court of our State has held that if a
citizen of Missouri holds a note due from a citizen of Ne-
braska that is not taxable in the State of Missourl,

Mr. NORRIS. That was not the case I put at all. Now I
yield to the Senator from Indiana, .

Mr. WATSON. The guestion I am about to ask is not the
one I rose to ask a few minutes ago, but I will ask this one
anyway.

Mr. NORRIS. Very well.

Mr, WATSON. Ilas Nebraska a State income tax law?

Mr, NORRIS. We do not have an income tax.

Mr. WATSON. The Senator said a while ago that publicity
would lead to honesty?

Mr. NORRIS. Yes.

Mr. WATSON. That the dishonest taxpayer would evade
payment of his tax under the seal of secrecy?

Mr. NORRIS. Yes.

Mr. WATSON. If that is a fact, it should be disclosed by
the last tax returns, should it not? The New York Times sent
out a questionnaire to all collectors in the United States, and
the universal response was that no greater collections had been
made on account of publicity,

Mr. NORRIS. But that does not mean anything. The
Senator does not contend that that amounts fo anything? If
I had stolen a horse and some one sent a questionnaire to ask
me if I was the thief of course, I would answer no.

Mr. WATSON. The collector did not know about any stolen
horse, A

Mr. NORRIS. No; the collector did not know about it.

Mr. WATSON. The Senator has said that publicity would
lead to the payment of greater taxes.

Mr. NORRIS. Yes.

Mr. WATSON. The collectors know whether or not greater
taxes have been paid as a result of publicity, and they say
there have not been,

Mr. NORRIS. We have not had publicity.

Mr. WATSON. What have we had?

Mr. NORRIS. We have had secrecy.

Mr, WATSON. Under the last law?

Mr. NORRIS. Practically the only publicity that ever came
out of the plan has been the investigation by the so-called
Couzens committee, and I am going to discuss that before I
get through. I think the disclosures made by that committee
ought to demonstrate to any fair-minded man that on account
of secrecy we are losing hundreds of millions of dollars of
taxes justly due the Government, and, on the other hand,
many men are paying unjust taxes because of the secrecy and
their inability to find out whether they have pald too much or
not,

Mr. DILL. Mr. President——

The VICE PRESIDENT. Does the Senator from Nebraska
yield to the Senator from Washington? -

Mr. NORRIS. I yield.

Mr. DILL. A few mowents ago there was a discussion as
to what was contained in the 1924 bill as it came from the
House at that time with regard to income-tax publicity. I
want to read just what that provision of the 1824 act was as
it came over to the Senate. Subsection (b) of section 2567
then read as follows:

FEBRUARY 8

The commizsion shall as soon as practieable In each year caunse to
be prepared and made available to public inspection in such manner
as he may determins, in the office of the collector in each internal
revenue dlstrict and in such other places as he may determine, lists
contalning the names and the post-office addresses of all individuals
making income-tax returns in such districts,

The provision of the conference report on the House section
changed the wording, and instead of “ post-office addresses of
all individuals” Inserted the words “of each person,” and
then at the end, in lien of the provision adopted by (he
Senate, which made those lists public records, the conferees
added the words “together with the amount of income tax
paid by such persons.”

In other words, the House provision was innocuous; it meant
simply that under that provision each distrlet would furnish a
list of the taxpayers without any reference to how much tax
they pald. The conference provision, instead of unsing the lan-
guage of the Senate provision with reference to public records,
added the amount of tax paid, and to that extent invited the
newspapers of the country to publish every income-tax return
of $1.50 to $1,000,000, as I said a while ago. Nething could
have been done that would have been so effective in building
up sentiment against the publicity of income-tax returns. We
did not have publicity of income-tax returns at all; we had
publicity of the amounts paid.

Mr. COPELAND. DMr, President, will the Senator from Ne-
braska yield?

Mr, NORRIS. Certainly.

Mr. COPELAND, The statement made by the Senator from
Wn_shlngton referred to the bill as it came from the House pro-
viding that the lists containing the names and post-office ad-
dresses should be supplied. Then in the Senate, on the motion
of the Senator from Nebraska [Mr. Norris], the House provi-
sion was amended, and this language was added :

And shall be open to examination and inspection as other public ree-
ords, under the same rules and regulations as may govern the examina-
tion of publlic documents generally.

That is what we heard discussed in the Senate. That is
what we voted on. Then the bill went to conference, and out
of conference came the language and the action which has
brought clouds of criticism upon the Senate. In the conference
the language was added, “ The amount of income taxes paid by
such taxpayer.” If never wus intended by the Senate, when
we took action upon the bill, that we should have publication
in the newspapers in the way it has been carried on since the
adoption of the conference report and the enactment of the
bill into law.

Mr. DILL. It was not at least intended that the Govern-
ment should use its own employees to furnish the lists to the
newspapers.

Mr. COPELAND, Certainly it was not.

Mr. McLEAN. But the Senator from New York will not
contend that under the amendment proposed by the Senator
from Nebraska any newspaper reporter can not come to Wash-
ington and get not only the amount of tax but every detail and
item and publish it?

Mr. SMOOT, He will not have to come to Washington; he
can get it in every district in the country.

Mr. COPELAND, Of course I admit it.

Mr. McLEAN. It does not seem to me it will be any less
objectionable,

Mr. COPELAND. But it never was intended by the Senate,
and I do not believe that Senators ever understood that there
was any such provision in the conference report as that the
income-tax returns might be published in every newspaper in
the country.

Mr. SMOOT. The amendment to the amendment would per-
mit that. That is exactly what will be permitted if we vote
favorably on the amendment which the Benator from Nebraska
now offers; that was voted into the 1924 act.

Mr. COPELAND. The Senator from Nebraska had no idea,
at least I did not have any idea, that those records should be
spread all over the country in the outrageous way in which it
has been doune. All public records, of course, are open to the
publie.

Mr. McLEAN. If the amendment is adopted that is offered
now they can do the same thing. If the Senator votes for the
amendment offered by the Senator from Nebraska, that is what
he is voting may be done.

Mr., COPELAND. I do not like to say this, but I am forced
to say that I believe the Treasury Department purposely did
that to bring criticism upon this body.

Mr. SMOOT. Oh, I do not believe that at all.

Mr. McLEAN. That is not the point. The objection raised
by the Senator from New York is that the amendmeunt which
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was written Into the law last year was exceedingly obnoxlous
because it permitted the newspapers to publish the amount of
taxes pald.

Mr, NORRIS. Mr. President, I want to say a word on that
subject. It did not give any real information. I think that is
the only objection to it. If the Senator made his return and
it showed on the face of it that he paid an income tax of
£1,000, that would not be any real information. There is noth-
ing in that information to indicate whether he has covered up
anything or whether he has been dishonest or honest. In other
words, the information that was given could be used for the
purpose of bringing about a misunderstanding on the part of
the public because it did not give sufficient information to
really tell anything. A man may be a very wealthy man and
his income may be very small. He may be perfectly honest
and his return will show that he is perfectly honest and square.
On the other hand, he may not return nearly all of his property,
and if nobody ever has an opportunity to find it out, that
situation will never be corrected. That is what I am trying to
cure by my amendment.

Mr. McLEAN. I am trying to compare the law as it is with
the amendment offered by the Senator from Nebraska.

Mr. NORRIS. They ean publish the whole return if they
wan*, the same as if the Senator buys a plece of property
from me and I give him a deed for it, every newspaper in
the United States can publish the deed in full if they want
to do so,

Mr. McLEAN. The representative of any inquisitive yellow
journal can get not only——

Mr. NORRIS. O, yes, or religlous journal. It does not make
any difference whether it is a yellow journal or brown journal
or white ;kﬂurn.al, anybody can publish it.

Mr. McLEAN. It is not the same,

Mr. NORRIS. Publicity is the cure for governmental evils.

Mr, McLEAN. Will it be any less obnoxious?

Mr. NORRIS. The yellow journal now can come along and
say, “Mr. A has swindled the Government out of its just
dues, becanse his tax return is only so much.” Everybody
knows that he has made such a refurn, but we do not know
whether it is true or not. We may raise a cloud of doubt
and suspicion all over the country that is absolutely unjusti-
fied. If the truth were known, if publicity were glven so that
the truth could be known, there would not be that kind of
thing,

M%. REED of Pennsylvania. Mr. President, will the Senator
from Nebraska permit a question at that point?

Mr. NORRIS, I yield.

Mr. REED of Pennsylvania. Does the Senator from Ne-
braska realize that there will be filed this year between
6,500,000 and 7,000,000 tax returns; that publicity of all of
them is ufterly impossible; that only a selected few which the
yellow journals want to flaunt will be mentioned in the papers;
but as to them every detail of the taxpayers' private affairs
will be disclosed under the Senator's amendment, such as the
amount of their contributions to charity, the amount of their
losses, the amount and the manner of all their gaing, the
amount of their taxes pald, and every debt that goes bad?
Every item that is their business and nobody else's business
will be published as to a few people, but the other 6,500,000
will go on just as much in secrecy as they did before the
act of 1924,

Mr. NORRIS. No; they will not. The Senator speaks of
publishing their contributions to charity, the money profits
they have made, or the losses they have sustained. Most of
the men who make large and numerous contributions to char-
ity themselves publish it. They are glad to publish it.

Mr. WADSWORTH. Mr. President, will the Senator per-
mit an interruption?

Mr. NORRIS. In just a moment. Whether they do or not,
does not the man who has millions or billions and is contribut-
ing, we will say, in millions of dollars to charity, owe any duty
to the Government of the United States? Is he going to say,
“ My business shall be secret? I will cover up whatever I
glease. The public be damned. I will give where I want to,

ut I will not contribute to my country.” Has he no responsi-
bility to the Government? Suppose it is an annoyance to him?
If he is a patriotic citizen, he knows and must know that
publicity is the cure for most governmental evils and ills, and
he will even submit to an annoyance because it is his patriotic
duty.

I now yield to the Senator from New York.

Mr. WADSWORTH. Has it ever occurred to the Senator
from Nebraska in relation to the matter of giving to charity
that a very large number of people are rather hesitant at mak-
ing public their gifts or contributions to charitable undertak-
ings greatly from a sense of modesty?
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Mr. NORRTS. Yes; I think so. T agree with the Senator.
I know men in this body who feel that way. In a very small
way, very, very small, only in pennies as compared to some
with big contributions to charity, I have not made any return
of my own contributions, and yet it wounld not hurt me if every-
body knew I had given $5 to the Presbyterian church of which
my wife is 2 member or that I had contributed $100 to the
Young Men’s Christian Association of my home town. I have
not been advertising it.

Mr. WADSWORTH. I have not said the Senator had been,

Mr. NORRIS. Bven if it did affect my modesty a little, if it
Is my duty as a citizen to make public those contributions, T
ought to do it. It would not hurt me to do it

Mr. WADSWORTH. Will the Senator state what govern-
mental purpose would be accomplished if everybody who gives
to charlty should publish the amount and the recipient of the
charity?

Mr. NORRIS. We can provide in the law, if the Senator
wants fo do so, that charitable donations shall not be published
or shall not be made known in the returns, but immedintely
when we did it we would open the door to fraud. The very
fact that we require such contributions to be made publie is
because men will make contributions under the guise of
charity, when as a matter of fact they do it to escape taxation.

Mr. COUZENS. Mr. President——

Mr. NORRIS. I yield to the Senator from Michigan.

Mr. COUZENS. Does not the Senator know there is no re-
quirement that anyone shall return his charitable gifts in his
tax?returns unless he desires credit for them on his income
tax

Mr. WADSWORTH. Certainly: and for that matter there
is no requirement under the law that the taxpayer shall deduct
anything from his gross income.

Mr. COUZENS. Certainly not.

Mr. WADSWORTH. But the Government has established
the policy, and I think a wise one, that where 8 man, whether
he be rich or of merely moderate means, has given money or
property to deserving undertakings of a charitable or educa-
tional nature, he should be encouraged to coutinue that policy,
and we encourage him by allowing him the deduction which
is authorized. Let us get it out of our minds that this is a
practice indulged in by millionaires alone. There are very
few of that class taken out of the 6,000,000, or the 2,000,000
who are going to pay taxes under the present bill. Most of
the money given in charlty is given in $10 or $15 or $50 lots
by people of very modest means. Many of them are ashamed
in a sense to confess publicly that they are not able to give
more. Their means are so modest ; they have such difficulty in
getting along anyway, and yet they are so desirous of helping
others who are less fortunate than they that they give what
they can. Now it is proposed to make those people either
refrain from deducting such econtributions from their returns
or else publish them, and if there be one thing that the Gov-
ernment could do to discourage the giving to charitable and
educational institutions, it is compulsory publicity of that kind.

Mr. NORRIS. Oh, Mr. President, compulsory publicity will
bring about a whole lot of contributions that are not being
made now. There will be many more who want the public to
know what they contribute to charity than there are those who
do not want to have it known, :

Mr. WADSWORTH. With that conclusion” I sharply dis-
agree,

Mr. NORRIS. It will not help anybody either way.

Mr. WADSWORTH. I think the average man does not want
his gifts to charity known.

Mr. COUZENS and Mr. CARAWAY addressed the Chair.

Mr. NORRIS. T yield first to the Senator from Michigan
[Mr. Couzens].

Mr. COUZENS. I think here are two members of the Finance
Committee who are in violent disagreement. The Senator from
New York [Mr. WapsworrH] points out that there will be an
exposé of all these small and minor gifts if this amendment
shall be adopted, while the' Senator from Pennsylvania [Mr.
Reen] suggests that only the yellow press will pillory the rich
whose tax returns shall be published.

Mr. REED of Pennsylvania. Mr. President, the Senator from
Michigan did not hear what I said. The Senator from Nebraska
was talking about publicity. I told him my view as to the
kind of publicity which would be obtained. The other kind
of use that will be made of the opening of tax returns will not
be publicity, but it will lead to an even greater abuse. I think
the Senator did not hear me when I said that. The collector in
my district says:

This publicity clause has done no good whatever, but, on the other
band, bas become a source of information used extensively by solicitors
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for questlonable transactlons, collection agencies, malil-order concerns,
bogus charities, and competitors in business.

That is not publicity, but it is a rank abuse of the accessi-
bility to tax returns. I think the Senator from New York and
I are in exact agreement.

Mr. COUZENS. But the Senator talks about the old law, and
the statement he read from the collector is based on the expe-
riences of the 1024 act.

Mr. REED of Pennsylvania. Exactly; and the provision youn
are proposing to put in is ten times worse, because it shows the
details, while the present law only shows the single figure as to
the tax paid.

Mr. COUZENS. Yes; but a newspaper which wants to go
into any details will have to make a request for the papers
in the case of the individual whose return it wanfs, and then
it has got to go through all of these volumes of returns and find
out what it seeks, I say that is much more difficult than to do
what they have been doing under the 1924 act.

Mr. WADSWORTH. Mr. President, will the Senator from
Nebraska yield to me for a moment?

Mr. NORRIS. Yes.

Mr. WADSWORTH. May I ask either Senator, or both, does
either or do both of them doubt for one moment that once a
provisicn such as this is placed on the statute books informa-
tion concerns will be organized which will advertise that they
will get any information as to tax returns at so much per?

Mr. COUZENS. How about the income-tax returns in the
Senator's State of New York? Are they open to inspection?

Mr, WADSWORTH. Of course not.

Mr. COUZENS. They are not open?

Mr. WADSWORTH. No.

Mr, COUZENS. 1 submit that anyone there can make a
record of them. I can be an employee of the Internal Rev-
enue Burean now and make a complete list of all returns, and
I can leave the department, and can then publish that list
and sell it.

Mr. WADSWORTH. Then, the Senator would be commit-
ting a erime.

Mr. COUZENS. Yes; If I got caught; but they are not
gotting caught, because nobody wants them to get caught.

Mr. GEORGE. Mr. President, let me ask the Senator from
Michigan if that is not what he has been complaining about
in part, and if he does not think that he will create a whole
army of men here in Washington who will spread this in-
formation broadcast over the country and enconrage litiga-
tion between citizens?

Mr. COUZENS. I think not, because if the records are
public you will not have to rely upon the specialists who
have inside information.

Mr. NORRIS. Mr. President, if I may now, having the
floor, be permitted to say a word, I should like to say, in
reference to the suggestion made by the Benator from New
York, that I presume the Senator from New York voted for
the conference report on the law that is now on the statute
books?

Mr. WADSWORTH. Yes. I did not like that feature of
it, but I did not want to vote against the whole bill on that
account alone.

Mr. NORRIS. I did nof, either. I voted agalnst it on
account of this feature. I did not think it amounted to much.
I think that is the answer to the letter which the Senator
from Pennsylvania has read; It does not give sufficient in-
formation to be of any value. I myself would just as lef
it should be covered up entirely as to give information that
would only be misleading; that would often lend people to
mistrust, when an honest recital of the truth would leave
no ground for mistrust or suspicion.

In reference to the idea that there is going to be an organi-
zation formed to secure this information, let me say that a
man would be foolish to pay to a corporation money in
order to get something that he could get for himself. I do
not care, however, whether that will happen or not, although
I think there is no danger of it occurring. I suppose now
that in the States there are many more millions tax returns
filed with the local assessors throughout the United States
than there are Federal tax returns; and I never heard of any-
body advertising that a corporation had been formed so that
they could show how much property this man or that man
had, because, as a matter of fact, that information is already
public and 2 man does not have to pay to get it. He can
go to the local tax assessor and get it himself. In the be-
ginning, there might be some curious people who would want in-
- formation as to tax returns, but it would last only for a
few days, and it would not be any more common than it is
now in the various county seats of the United States where
people who have the curiosity can go and find out what
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property is owned by this man or that man according to
his refurn to the assessor. If a local return is made that
on its face is open to suspiclon, that shows that it is erro-
neous on its face, that may result in a complaint and a rec-
tification of it and the payment of an additional tax and,
perhaps, a penalty under some other law.

Mr. WADSWORTH. Mr. President, will the Senator yield
for a question there for information?

Mr. NORRIS. In just a moment I shall yleld. Iere, how-
ever, we have a proposition to make the returus to the Fed-
eral Government public, putting them in the same category
as the returns to the local assessors and making them publie
documents. The henefit of such a provision, it seems to me,
will not come by reason of the complaints which may follow,
but will come from the care which dishonest men will exercise
in making their returns, because they will kuow that they
will be exposed if they make false refurns. If you put a
policeman on the corner, the store is not robbed; there is no
robbery. It may be said, * Well, there has been no robbery,
80 what is the use of a policeman?” But if you take (he
policeman away the store Is robbed.

Mr. WADSWORTH. Yes; but, Mr. President, we do mnot
o?el:: the store wide up for strangers to walk through all
night.

Mr. NORRIS. But we do not cover it up with a shield of
secrecy, either; we do not cover it nup with a blanket and not
let anybody see it; it is public; anyone can go there and see
the store, I am not talking about the business of the man inside ;
but anyone can look through the window; he can see that
the proprietor is doing business and, perhaps, has a thriving
business; but we do not cover the store up; we do not put a
guard about it and say, “ You can not go within 40 feet of
this store.” Take the policeman away, however, and the store
is not safe.

Mr. SMOOT.

Mr. NORRIS. I yield.

Mr. SMOOT. I am In receipt of a letter from No. 248
Sumner Street, Boston, Mass., dated January 27, 1926, which
reads as follows:

Dear 8ir: The unusual opportunity to secure lists of people who
have paid an income tax of $100 and over means that you can obtaln
from us excellent lists of people with money.

The States indlcated below are those for which we have names com-
piled from income-tax records.

Won't you check the territory which interests you and return this
letter to me?

Mr. President——

California, Distriet of Columbia, Illinois, Iowa, Kentucky, Maine,
Maryland, Massachusetts, Michigan, Minnesota, Missouri, New York,
Ohio, Oregon, Pennsylvaniz, Rhode Island, Texas, Washington.

Mr. NORRIS. That corporation is headed for the rocks,
for anyone with any intelligence will not contribute anything
to it when he ean get the information without paying anything,
if that is what the concern proposes to do.

Mr. SMOOT. Oh, no.

Mr. NORRIS. I do not know but that is a corporation or-
ganized as a part of this propaganda that is going over the
country; I do not know as to that; but certainly It will not
be a profitable business.

Mr. SHIPSTEAD. Mr. President, anyone can get the same
information from Bradstreet, can he not?

Mr. NORRIS. Oh, yes,

Mr. SMOOT. Oh, no.

Mr, WADSWORTH. Oh, no.

Mr. NORRIS. The same information can be obtained, be-
cause anyone can go into the tax assessor’s office and ask for
it or look at the list if it is posted up on the wall.

Mr. WADSWORTH. The Senator must realize that there
are a good many people who can not afford to travel, and that
it is easier to drop a letter to this concern and get the infor-
mation for a 2-cent stamp plus a littie commission.

Mr. NORRIS. Well, let them get it.

Mr. WADSWORTH. That is the purpose for which the con-
cern is organized.

Mr. COUZENS. There are 248,000 taxpayers in the city of
Detrolt, according to my recollection, and one can go and get
a list of those 248,000 taxpayers and the amount of taxes paid
by them any time he likes.

Mr. WADSWORTH. I, for instance, have not the time to do
that.

Mr. NORRIS. Do not do it, then.

Mr., WADSWORTH. I would hire somebuly else to do it
for me if I cared enough about it.

Mr. NORRIS. This proposed law does not compel one to do
anything ; no one is going to be required under the law to do it.
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You can cloge your ears, your eyes, and your mouth if you
want to do it and be silent. There is not anything in the pro-
vision to compel the Senator from New York or anybody else
to go to all that trouble to find out this informatlon.

Mr. WADSWORTH. Of course, that is why a concern of
that kind is being organized—to get the information for those
who desire it.

Mr. COUZENS. Why do they not do that in the city of Bos-
ton or New York? Anyone can get a list of the taxpayers
there.

Mr. WADSWORTH. I suppose they are a little more ambi-
tious; they need to extend their operations over the country
g0 as to get more money out of the * suckers.”

Mr. COUZENS. They can do it as well in the city of New
York, where there are plenty of them.

Mr. WADSWORTH. They probably will if you will glve
them time,

Mr. COUZENS. They can make a list for the city of New
York as to general taxes,

Mr. WADSWORTH. I am not speaking about general taxes;
1 am speaking about returns which show how a man makes
his living, about which so many people are curious.

Mr. COUZENS. I point out to the Senator that if any con-
cern such as the one referred to wants to find out how many
people in the city of New York pay taxes and how much they
pay it can go to the records of the city of New York and get
the same kind of a list that it would make from the records of
the Bureau of Internal Revenue under the amendment of the
Senator from Nebraska.

Mr, NORRIS, Mr, President——

Mr. COUZENS. It can do the same thing in New York or
in Detroit. It can go to Detroit and take off the names of
248,000 taxpayers, list them and the amount of taxes they
pay, and make just as desirable a list as it would be possible
to make under the amendment from the records of the Bureau
of Internal Revenue.

Mr. NORRIS. Mr. President, with the amendment in the
proposed law that is now pending the partunership, or individual,
or corporation whose letter has been read here by the Senator
from Utah will be required to show in their return—they wiil
do that anyway—just how much they made and how many
“suckers " they bled.

Mr. SMOOT. No.

Mr. NORRIS, Yes; they will.

AMr. WADSWORTH. After they have done it.

Mr. NORRIS. They will not, of course, make a Treturn
before they have done anything, We must not expect an im-
possibility ; but, after the return shall be filed, it will be publie,
and when it is public it will be disclosed that they have been
in an unprofitable business. I dare say there will not be one
such institution in any State that will make enough to put
in any income-tax return.

Mr. WADSWORTH. If the business is unprofitable,
course, no returns will be made.

Mr. COUZENS. I differ with the Senator. They will make
a return whether they make any profit or not,

Mr. WADSWORTH. Well, they will pay no taxes then.

Mr. NORRIS. Mr., President, there is no just or logical
reason why income-tax returns should not be considered public
documents and be subject to examination under the same rules
and regulations as all other public documents generally, No
one has been able to point out a single instance where the
publicity of such returns would bring about an injury, either
to the public or to the taxpayer.

Taxation is always burdensome, I would be glad if it were
possible to relieve everybody from the payment of taxes, but
taxation is one of the burdens of civilization, Recently this
burden has been greatly increased by the enormous debt, which
we contracted during the war., It is always difficult to pro-
vide for a fair and just system of taxation. To properly
distribute its burdens is onme of the greatest difficulties of
honest legislation. It is sometimes impossible to tell in ad-
vance, with any degree of accuracy, just exactly how any par-
tienlar system will work out; and in order to profit by legis-
lative errors and mistakes that always creep Into legislation
no matter how carefully it is considered, it is absolutely neces-
gsary that the system, in all its details and all its ramifica-
tions, should be made public.

PUBLICITY WILL INCREASEE THE REVENUH

That publicity of income-tax returns will increase the reve-
nue derived from the law is conceded by all close students of
the questions involved. The dishonest taxpayer, knowing that
his return ig going to be kept secret and that no one except a
few employees in the Bureau of Internal Revenue will have
any opportunity to examine it, has every inducement in the
world to cheat the Government out of taxes that he justly and
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honestly owes. The dishonest man does not hesitate to make
a false return, and can only be kept in the honest class by
fear of punishment; and if he knows his tax return is going
to be locked up in the secret vaults of the Treasury where
no one can have access to it, and that, therefore, there is but
little danger of his dishonesty being discovered, he will not
hesitate to withhold important items of his income in order
that the amount of taxes he is required to pay shall be lessened.
To a great extent it is left with him entirely as to the
amount of tax he shall pay. Secrecy to him means the saving
of vast sums of money. To a great extent he is the judge
and the jury trying his own case. To him secrecy of income-
tax returns is a source of much unlawful profit, and affords
him a haven of filnanclal rest where even his questionable
conscience may not be disturbed.

The amount of money that the Government loses on account
of this secret provision of the law can not be definitely told.
The only way to find out the definite amount of the loss
would be to throw off the bond of secrecy and expose these
millions of returns to public serutiny, The loss, however, is
conceded to be great. It will reach hundreds of millions every
year, and during the time that we have had such a law upon
the statute books there is no doubt whatever but that the
Government of the United States has lost billions of dollars
to which it was honestly and legally entitled.

On the other hand, the honest man makes a fair retnrn
and pays to the Government the tax which he honestly owes.
His burdens, however, are increased to a very great extent
by the loss which the Government sustains from the dishonest
taxpayer. He must not only pay the tax that he justly owes
but he must pay his proportionate share of the tax which his
dishonest competitor neglects to pay. Such a law, therefore,
discriminates agalnst the honest man and in favor of the dis-
honest man. It lays its heavy hand upon the patriotic man
who is willing to bear his share of the burdens of government
and compels him to pay an additional tax properly owed by the
dishonest taxpayer and which secrecy of income-tax returns
permits him to avoid.

One of the greatest sins of government is diserimination
against any particular class of its citizens, and when that dis-
crimination is against the honest citizen and in favor of the
dishonest one it becomes not only a burden but a governmental
crime, If the Government, by its own laws, holds out advan-
tages in favor of dishonesty, levying its heaviest burdens upon
those who are honest, how can .it expect always to have a
patriotic citizenship ready to go to the relief of the country
in times of stress? How can we expect permanently to retain
patriotic, united citizenship, if, by our own laws, we discrim-
inate in favor of dishonesty?

PUBLICITY OF INCOME-TAX RETURNS NECESSARY FOR LEGISLATIVE FUR-
POBES

It is extremely difficult to draft a revenue measure. It will
always be found that there are loopholes through which men
and corporations avoid the payment of their just proportion
of the tax. It is a matter of common knowledge that the very
wealthy corporations employ the keenest of attorneys for the
purpose of ascertaining means and methods by which they can
avoid the payment of a large proportion of their taxes.

No revenue law has ever been passed that was free from
defects by which many taxpayers succeeded in depriving the
Government of large amounts of honest revenue. It has al-
ways been found necessary in subsequent Congresses to amend
the law with a view of closing up these loopholes and defects.
In trying to remedy any such defects Congress is brought face
to face with the fact that on account of the secrecy of income-
tax returns it is unable to ascertain just what the defects are,
and therefore is at a loss to know how to remedy the situation.

Publicity of income-tax returns would at once remedy this
situation. It would place before the legislative body the exact
methods and manner by which the intent of the law had been
avoided. The income-tax returns would themselves show just
how the law had been circumvented, and the remedy would be
a comparatively easy matter.

Since the adoption of the income-tax amendment to the Con-
stitution we have passed various revenue measures. We have
never yet succeeded in enacting such a law that did not have
many loopholes by which wealthy taxpayers were enabled to
avoid the payment of their just share of revenue. We have
known all the time we were not getting the money we ought
to get, and that in many ways the spirit of the law was being
violated, but we have not known with any degree of accuracy
just how all these violations have taken place. Congress as
well as the country has been in the dark to a great extent, and
they have been in the dark simply and solely because of the
secrecy that has surrounded the whole transaction.
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The remedy for it all {s publicity. When the method of
avoiding existing law becomes known Congress can easily pass
the necessary remedial legislation; but until publicity is had
and these defects are known, Congress in trying to remedy the
problem is simply groping in the dark and to a great extent
guessing.

Secrecy deprives the honest man of a square deal. It in-
creases the tax burdens of the honest man, It relieved the
dishonest taxpayer from his just share of governmental bur-
dens. It deprives the Government of hundreds of millions of
dollars in revenue, and in addition to all this it surrounds
Congress with a shroud of ignorance by which it is deprived
of the knowledge necessary to pass remedial legislation. Pub-
licity of Income-tax returns will remedy it all.

PUBLICITY OF TAX RETURNS WILL INJURE NO HONEST TAXPAYER

It is impossible to conceive how any honest taxpayer would
be injured by publicity. Every State in the Union provides for
a system of taxation through the assessment of property by
the public assessor. The returns of all these assessors are
public documents, subject to examination by the public gen-
erally. No one has ever complained that this has brought any
injury to any honest taxpayer. No one has even proposed that
the tax returns of the local assessors should be locked up in
gecret. The merchant ean go to the courthouse and get the
tax returns of his competitor across the street, The farmer
can ascertain without any difficulty all items of property listed
by his neighbors. The return of the banker is likewise subject
to public scrutiny, and no one has ever for a moment even
claimed that such return might result in a run on the bank.

Everywhere all over the United States the assessment of
property, both personal and real, Is made in public, and the
returns are public documents. From the date of the passage
of the national bank act, all national banks have been required
to make public returns showing not only their property but
their profits as well. Similar laws are required from all the
States in the Union on the part of State banking institutions;
and it is conceded by everybody that such publicity tends to
the finanecial strength of every honest banking institution.

It is sometimes claimed that publicity of income-tax returns
would injure the credit of the individual or the corporation
making the return. It is difficult to conceive how this counld
oceur, except in a case where such credit ought to be, 8s a
matter of good business, properly curtailed. If the return of
the taxpayer shows that he is not entitled to credit and that
his business is in a failing condition, then it would be to the
interest of the public if honest investors were able to secure
this information, so they would not make additional loans to
an institution that was in a failing condition ; and while in such
a case it might prevent a corporation from getting additional
money on account of the unsatisfactory condition of its busi-
ness, yet it wonld save the honest investor in many Instances
from loaning to an institution not worthy of credit. Publicity
might prevent some taxpayvers from borrowing additional
money, but it would be only in cases where they ought to be
prevented from borrowing, and it would protect the honest
. investor from making such loans.

PUBLICITY WOULD PROTECT THE HONEST TAXPAYER [N GETITING REFUXNDA
WHERE AN HONEST MISTAKE HAS OCCURRED

1t has no doubt very often happened that in making tax re-
turns mistakes have occurred to the disadvantage of the tax-
payer. The law ought to protect the taxpayer as well as the
Government; and if a man has overpaid through some mistake
or misunderstanding of the law, he ought to be able to have the
excess refunded without the necessity of employing expensive
attorneys to secure relief. The very large taxpayers are not
the ones, as a rule, who make such mistakes. They employ ex-
perts in making their returns: but if a mistake does occur and
the millionaire taxpayer pays more than he is required to pay
under the law, he is able to secure a refund of the excess be-
cause his experts have knowledge of the error. The smaller
taxpayer, as a rule, possesses no such knowledge, and if he has
paid too much he never finds it out.

Mr. SIMMONS. Mr. President—

Mr. NORRIS. I yield to the Senator from North Carolina.

My, SIMMONS. In conuection with this interesting portion
of the Senator's argument, I should like to ask his opinion
about a suggestion that has been made with reference to claims
for refunds that might be made against the Government as a
result of throwing open these tax returns to the examination
of any person who might desire, for profit or from motives of
curiosity, to examine them.

The Senator knows that there is a class of lawyers who
specialize in tax cases, a great many of them in the Capital,
and a great many of them who do not live in the Capital,
but who nevertheless specialize in tax practice before the
Treasury Department and the Board of Tax Appeals. Might
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not that class of lawyers—some of them, not all of them, it is
asked—be disposed to capitalize this provision and take ad-
vantage of this opportunity to examine the tax returns of
select taxpayers, with a view of seeing if they could not find
some ground on which to hang a claim on the part of the tax-
payer for a refund? :

Having examined a return, such a lawyer finds that there is
opportunity or pretext for such a contentlon. He puts himself
in communication with the taxpayer and suggests to him that
if the taxpayer desires his services he thinks he can help him
get a refund from the Government. That, it is suggested,
might become a very common practice, and it might lead to
endless litigation which otherwise would never take place.

Mr. NORRIS. All right; let us suppose that it does.

Mr., SIMMONS. Let me ask the Senator further——

Mr. NORRIS. The Senator asks a question, and I should like
to answer it. He can make a speech on it afterwards,

Mr. SIMMONS. I am not going to make a speech.

Mr, NORRIS. Very well.

Mr. SIMMONS. The Senator will remember that years
ago, when the returns with reference to pensions were open in
the Pension Bureau, it was claimed that attorneys were abus-
ing the privilege and were using the information they gained
by reason of this permission to examine the returns to stir up
trouble with reference to the functions of the Pension Bureau;
and I think the Government had to resort to some drastic
means to stop that. I desire to ask the Senator if he thinks
a similar situation might develop in connection with the prae-
tice of law here in these tax cases.

Mr, NORRIS. 1 shall answer that in two ways. First, I say,
suppose it does? The Senator is afraid that eventually, if all
these returns are made public, some lawyer will look at them
and find that Mr. A has paid too much taxes under the law,
and he will write to Mr. A and’say, “ You have paid $100 too
much. I can get it back for you." Suppose that does happen,
and suppose the Government pays it back. Why should it not
pay it back? If Mr. A had been assessed too much and some
lawyer found it out and got his money back, why was that not
all right?

Mr., COUZENS. Mr. President, will the Senator yield?

Mr. NORRIS. In just A moment. Let me answer further.
I am not afrald of that. If anybody has paid too much taxes,
he ought to have it back; and if any particular lawyer finds it
out and charges a fee for getting it back, the taxpayer ought
to get it back just the same, though I would rather have him
get it back without having to pay a fee. If the returns were
publie, and if it were discovered that in a certain case Mr. A
got back $100 becanse of a certain kind of error he had made,
some other man who had made the same kind of an error
would get his money back without paying any fee. Ie weuld
not get it back if Mr. A's case were not made publie.

What happens now, when these returns are secret? All the
time men in secret, behind the doors of the Internal Revenue
Bureau, get information about Mr. A and Mr. B, all down the
alphabet a dozen times.- Some employee in the bureau finds
that out and resigns. Perhaps he has helped to bring about a
ruling that will be favorable to a certain class. He has secret
information that is not possessed by other attorneys, and he is
in a position, therefore, to hold up the taxpayers because he
has that secret information. Ie is in a position to say, “ I will
take your case if you will pay me a 50 per cent contingent fee.”
He knows what exists behind the closed doors; attorneys gen-
erally do not. So that the evil now is a thousand times greater
wherever a refund takes place, and there are thousands of in-
stances undoubtedly where there ought to be a refund where
the honest taxpayer never finds it out.

A few days ago the Senator from Virginia told us of an inci-
dent that happened in the State of Virginia. Did Senators hear
the eloquent Senator from Virginia state what is taking place
now? His constituent would not have been held up to that
degree if there had been publicity. But a secret knowledge
obtained by men who are in the employ of the Government and
who resign and go out enables them to hold up the taxpayers
in the instances where they believe too large a tax has been
paid.

Now I yield to the Senator from Michigan.

Mr, SIMMONS. Mr. President, if the Senator will par-
don me——- :

Mr. NORRIS. First I yleld to the Senator from Michigan.

Mr. COUZENS. I think the Senator from Nebraska in
part covered what I was going to draw to his attention, that
under the suggestion made by the Senator from North Caro-
lina that might be an open matter, but under the present sys-
tem it is a monopoly. I object to monopolies.

Mr. SIMMONS. Mr, President, I have no doubt in the
world that the abuses to which the Senator from Michigan
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called attention the other day have gone very far. These men
in the department have seen the chance of making so much
profit from the utilization of the information they gained in
connection with their work in the depariment that they have
been actunally induced to resign their plaees and to go out
and capitalize their information.

Mr. COUZENS. That is true.

Mr. NORRIS. That would not happen if we had publiclty.

Mr, SIMMONS. If these records were open to every at-
torney or their tax experts, and they were permitted to
capitalize this information, which would no longer be secret,
I have an apprehension that the Treasury Department might
be flooded with lawyers examining returns to see if they
could not work up a case. -

Mr. NORRIS. Suppose it is. If the Treasury has the tax-
payers’ money unlawfully, what objection can there be to
some one examining the records and seeing whether they have
made a mistake? That is publicity.

Mr., SIMMONS. There is no objection, if a mistake has
been made; but I do not think it is wise public policy to in-
vite men fto go into the department, offering them a high in-
ducement to work up ecases, and then, through the taxpayer,
bring about litigation.

Mr. NORRIS. There is no such inducement.

Mr. SIMMONS. I fear the Treasury Department might be
flooded with cases that never would be opened up but for that
fact.

AMr, NORRIS. There is no such inducement in this amend-
ment. There Iz no such reward offered by this amendment.
It takes away the monopoly that exists now in a few who
get the Enowledge in secret. This amendment gives no
monopoly.

Mr. SIMMONS. The information which some experts of
the department have obtained is capitalized and has become
a source of profitable practice to them. If these records are
opened to every lawyer who practices before the department,
1 have a suspicion, I have a conviction, that it will be utilized
and capitalized tenfold as much as now.

Mr, COUZENS. Mr. President, will the Senator from Ne-
braska yield?

Mr. NORRIS. I yield.

Mr, COUZENS. In reply to the Senator from North Caro-
Iina, it iz not the information contained in the returns them-
selves that makes this inside information valuable. The
mere returns of the faxpayer contain nothlng that offers a
suggestion to the attorney or the taxpayer, but it is the fac’c
that only 15 per cent of the precedents, the rulings, used for
determining these cases have been avallable. It does not
matter whether you go and look at the income return—

Mr. SIMMONS. The Senator has not caught my point at
all. I say that in the department there may be a germ of in-
formation which might lead to litization, and these gentlemen
who are seeking to increase their practice and to create new
practice will go and hunt out those defects with a view ulti-
mately of making profit out of it.

Mr. COUZENS. The Benafor thinks I have not caught his
point——

Mr. SIMMONS. It may be that I was mistaken.

Mr. COUZENS. I have his point exactly, but I think the
SBenator is confused. There is nothing in the return that a
lawyer can find that will enable him to manufacture a case,
because if all the rules and regulations are published there are
no precedents, there is no information from which he can
manufacture a case that is not already in the rules and regula-
tions that are used to determine the taxes.

Mr. GLASS. If there is nothing of value in the return, why
make the return public and print it in' the newspapers?

Mr. COUZENS. That is outside of the guestion.

Mr. GLASS. It is not outside of the question at all.
is the real question we have here. -

Mr. CARAWAY. And the only question,

Mr. NORRIS. If the Senator’s objection is a good one, the
thing can be reversed. If there is nothing in it, if it does not
miake any difference whether it is public or secret, we are all
fooling away our time.

Let us get the point of the Senator from North Carolina.
He sald that if we make these returns public a lot of lawyers
will look over the returns and find out where the taxpayers
have been paying too much money unlawfully, either by mis-
take or otherwise, and they will write to the taxpayers and tell
them about if, and it will become a great business. It will not
become a great business unless the taxpayers have been unlaw-
fully assessed, and if they have been unlawfully assessed, let
it be a great business or any other kind of business, no excuse
can be made on the part of the Government for refusing to pay

That
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back money toc a man which has been paid unlawfully and
through mistake in the way of taxation. It does not make any
difference whether there are a thousand of them or a million of
them ; whenever there is such a case the man ought to have his
remedy, and he ought fo have his money back. Of course, there
will not be millions of such cases. The Senator has an ex-
aggerated idea of that.

Mr. SIMMONS. I did not say there would be millions. I
said there would be a flood of them.

Mr. NORRIS. The Senator said it wonld result in a big
business, in a lot of money being taken from the Government.
If the Government has obtained money to which it is not en-
titled, it ought to pay it back. We ought to be just as anxious
to refund the money unlawfully collected from a taxpayer as
we are to have the man who has not paid enough pay what
he ought under the law,

Publicity of income-tax returns and of the refunds of ex-
cess taxes that are made would bring relief to those who
have overpaid their taxes and have not discovered it.

Again, the honest man would benefit by publicity, and pub-
licity is abont the only remedy that would bring him relief,

Publicity, therefore, would not only correct the evil and en-
able the Government fo get money improperly withheld from
it, but it would bring relief to the honest taxpayer who has
;Jverpaid on account of ignorance or misunderstanding of the
aw,

Secrecy in governmental affairs brings corruption. All gov-
ernmental business should be transacted in publie. This is one
of the fundamental cornerstones of every free government.
Secrecy in governmental affairs will ultimately and surely
bring corrnption. If we should extend the secrecy now pre-
vailing in our Internal Revenue Bureau to all branches of the
Government, it would ultimately bring about the destruction
of the Government itself,

No free government can long endure when its business is
transacted behind closed doors and important and fundamen-
tal maiters of government concealed from citizenship. Trans-
action of governmental affairs in secret may at the beginning
be honest and honorable, and the public officers may in this
secret way start out on a honest basis, but as time goes on
the publie official himself who 1s doing his officlal work in
secret and concealing his officlal acts from the eyes of the
public will evenfually become corrupt. Dishonest men will
seek such positions for the profit there is in the office rather
than for the salary that is pald.

The cure for such governmental evils is publicity. One of
the most important functions of government is the levying of
taxes. No government can exist without them. Every citizen
in one way or another contributes of his finaneial means to
the common governmental funds. If this most important
furation of government is to be transacted in secret, and the
offi lal acts of those in office concealed from the publie. then
th! burdens of patriotic ecitizens will be necessarily increased,
r¢ ect for government and for law will disappear, and ruin
a!  desolation will eventually take the place of honest gov-
e ment,

for more than 10 years we have had secrecy in the Bureau
o\ Internal Revenue. During that time more than 60,000,000
refurns have been made. That bureau has handled over
$38,000,000,000 of public money. It has over 6,000 employees,
all of them transacting public business in secret. For more
than 10 years, for about 13 years, in fact, this has been going
on, and the first time the public ever had an inkling of what
was going on was when the so-called Couzens committee started
on its investigation. It is not necessary to charge the officials
with being corrupt. It is not necessary to say that the head
of this bureau or that department is dishonest, The fact that
they are doing a secret business, where they have as many em-
ployees as are in that bureau, means that favoritism will re-
sult. Let us admit that all the superiors are honest, doing
their duty. It is impossible for them to know what is going
on in detail throughout that great bureau, and when the public
is kept in ignorance of it, how can you expect a fair and an
honest result to come from such seerecy carried on to the very
great extent that it is necessary that the business should be
carried on? X

Would any man want fo extend the secrecy that characterizes
the transaction of the financial affairs of our Government io
all of the departments?

Should we make the Department of Labor a secret institu-
tion? Should we make the Department of Agriculture secret?
Would any citizen stand for a moment for secrecy of legisla-
tive proceedings here where we are doing public business?
And yet, legislating for the people, we are deprived of knowl-
edge of methods to remedy any defect in our laws as far as
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our Internal revenue Is concerned, as far as the collection of
billions of dollars is concerned, because of the cloak of secrecy
that surrounds that institution.

Mr. President, T am going to read one or two opinions of
men who have stood high in the councils of the Government
and who have stood high even in the councils of the world. I
am going to bring to the witness stand one man at least whom
some Senators, who are afraid we are going to ruin our Gov-
ernment if we Jet the sunlight of publicity shine in. will admit
is a strong witness. I am going to bring one witness whose
opinion at least Senators must respect even if they have no
respect for my opinion or the opinion of those who believe as
I do.

First, I want to read an article written by Horace Greeley.
In an editorial in the New York Tribune May 24, 1866, he
wrofe:

The Evening Post has a Washington dispatch which says: “The
Committee on Ways and Means have agreed to an amendment of the
tax bill providing that lists of Incomes shall not be published nor
furnished for publieation, but they shall be open to private inspection
at the office of the collector.”

We would like to believe this untrue. We belleve that publicity
given to the returns of income submitted by individuals to tax gathber-
ers has already put millions of dollars into the Treasury and gone far
townard equalizing the payments of the income tax by rogues with that
of honest men and saved thousands from being imposed upon and
swindled by false pretenses of solvency and wealth, made on purpose
to ineur debts preordained never to be paid. The knaves who sought
credit on assumption of wealth belied by their returns of Incomes, of
course, hate publicity given to those returns; but why shonld an honest
man seek to pass for any more (or less) than he is worth?

L] L - . - - L

We learn that the publishing of the list of income-tax payers in this
clty, against which there has been so much absurd outcry, s likely to
prove beneflefal to the revenue as well as to the consclences of some
of our “best citizens,” Already, as we understand, considerable sums
have been returned to the assessors and paid to the colleciors by per-
sons who have discovered “ errors” In their original returns of Incomes
since the publication of the lists referred to, and assessors have re-
celved valuable lnformation in reference to the Incomes of some gentle-
men who should, but have not yet, amended their retiurns.

Mr. President, let me call an ex-President of the United
States as the next witness, If he were in the White House
to-day, instead of President Coolidge, there would be no doubt
of the adoption of the amendment. There would be no doubt
that the influence of his administration would be used in favor
of the enactment of a law which would provide for publicity,
and those who follow sometimes blindly, I think, but always
lawfully, I concede, the advice of the President, who is sup-
posed to be the leader of their party, would stumble over each
other to support the amendment instead of trying varions
methods of finding fault with it. Listen to Benjamin Harrison,
former President of the United States and one of the greaf
minds of his day. He made a speech before the Union League
Club of Chicago on Februnary 22, 1898, and the subject of his
address was “The obligations of wealth.” He said:

We have too much treated the matter of a man’s tax return as a
personal matter. We have put his transactions with the State on much
the same level with his transactions with his banker, but that is not
the true basis, Each citizen has a personal interest, a pecuniary in-
terest, in thé tax returns of his neighbor. We are members of a
greater parinership, and it is the right of each to know what every
other member is contributing to the partuership and what he is taking
from it,

e said again: .

The great bulk of our people are lovers of justice, They do not
believe that poverty is a virtue or property a crime., They belleve in
an equality of opportunity and not of dollars, But there must be no
handicapping of the dull brother and no chicanery or fraud or shirking,
If our plan of taxation includes notes and bonds and stocks, they must
be listed, The plea of business privacy has been driven too hard, If
for mere statistical purposes we may ask the head of the family
whether there are any idiots in his household and enforee an answer
by court process, we may surely, for revenue purposes, require a
detailed list of his securities,

I wish Senators would remember that paragraph. We pro-
vide by law that the head of the family must give the informa-
tion he has mentioned. He must tell for the purpose of statis-
tical information required by the Government even whether
any of his children are idiots, whether they are born out of
lawful wedlock, whether they have color blood in their veins.
He must answer all those guestions. He is forced to answer
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them. Nobody complains about that. We say that is right,
because we are getting statistical information.

But when we come to inquire, * What is your income; how
much did you make in Wall Street; how much have you made
on bonds; how much have you made on this or that transac-
tion?"” then we say, “ Oh, that is private information, and we
can not get it.” The dollars are much more important than the
welfare of the human race. “You eare more to keep private
the ill-gotten gains you are making than you do to disclose tha
innermost secrets that exist in the family relations.” My God,
Mr. President, it seems to me that can not be possible in a free
government, When it comes to the dollar then a man ecan
close his month, but we can require him to say whether he s
legally married to the wife with- whom he is living; we can
require him to tell whether his children were born before
marriage or afterwards; we can delve into anything of that
sort simply for the sake of statistics, to give information, to
give publicity. But when we ask how he made this dollar,
then he can draw a shroud of secrecy about himself and say,
“That is none of the Government's business.” Do not make a
man tell abont his contributions. He may not want to do it
Do not make him disclose the source of the dollars he has
made during the war, even though we do compel him to tell
everything socially or morally that might disgrace him in the
eyes of the public; but save him from divulging the source of
his wealth, Yes; those who want this would go to chureh on
the Sabbath Day ; they would sing halleluiah to the great King;
they would make contributions liberally as the box was passed ;
they would wind up the service by halling the great King
halleluiah ; but if the lowly Nazarene on Monday morning went
into the place of business ami asked to look at the books to see
how this money was made, they would pick Him up by the
back of the neck and kick Him out into the dirty alley. Money
is sacred even beyond human life.

Let me read further from what Benjamin IMarrison sald on
that oceasion :

The men who have wealth must not hide it from the taxgatherer
and flaunt it on the streets. Such things breed a great discontent.

All other men are hurt. They bear a disproportionste burdem, A
strong soldier will carry the knapsack of a crippled comrade, but he
will not permit a robust shirk to add so much as his tin cup to the
burden. :

There i3 a feeling that some men are handicapped; that the race
is sold; that the old and much-vaunted equality of opportunity and
of right has been submerged. More bitter and threatening things are
being sald and writttn against accumulated property and corporate
power than ever Lefore. It Is sald that, more and more, small men,
smaull stores, and small factories are being thrown upon the shore of
financial drift; that the pursuit of cheapness has reached a stage
where only enormous combinations of caplital, doing an enormous
business, are sure of returns.

It 1s a part of our Individual covenant as citizens with the State
that we will, honestly and fully, in the rate of proportion fixed from
time to time by law, contribute our just share to all public expenses.
A full and conscientious discharge of that duty by the citizen is one
of the tests of good citizenship. To evade that duty is a moral de-
lingneney, an unpatriotic act. 1 want to emphaslze, if I can, the
thought that the preservation of this prineiple of a proportlonate con-
tribution, according to the frue value of what each man has, to the
publlec expenditures is essential to the maintenance of our free insti-
tutions and of peace and good order In our communities.

The wealth of the country has attempted to discredit the law
making income-tax returns public, It is argued that such
publicity is annoying and embarrassing to the taxpayer. I
grant that it is, but making public the amount of assessment
and taxes on real and personal property also is annoying. It is
embarrassing to be called into court as a witness and com-
pelled to bring your books and papers and give testimony in
public in regard to your business, and many times your family
matters, and have the newspapers publish it, yet people are eom-
pelled to do this frequently. It is annoying to a bank to
have the bank examiner look over every book and paper in
the bank. It is embarrassing for a bank to publish its state-
ment when it may show a loss of deposits and that it is losing
ground in comparison with its competitor in the same town,
yet the public good requires it, and since such examinations
and publicity have been given, there have been fewer bank
failures, so that no one wonld advocate abandoning such ex-
aminations and publishing the bank's statement,

Mr. President, as I said a while ago, there has been, so far
as I know, no objection anywhere in the United States to the
publicity of tax returns which exists everywhere under State
law. The only reason why this clamor against making income-
tax returns public exists is because a few of the very large tax-




1926

payers, those who have Immense fortunes, do not want them
made public. No adequate excuse so far, in my judgment, has
been offered why there should not be publicity. I have not
heard anyone claim that publicity would injure him finan-
cially; I have not heard anyone claim that it would injure
him morally. We have had one Senator state to-day that it
is not right because men’s contributions to charity would be
made publie, and some men do not want such contributions
miade public. Concede it; but there are some other men, good
men, who do not want such contributions made public. I my-
self have a great abhorrence to paying any tax; 1 do not like
to pay taxes; it is a burden on me. Why should I be required
to pay taxes? I do not wish to do so. Why should publicity
be given if a man does not desire it shall be given?

It has also been said that it will deter men from making
contributions to charity. On fhe other hand, I suppose there
are some men not in as good a class, I concede, as those con-
scientious individuals who do not want to give publicity to
their charitable acts, but men who like to have their contribu-
tions advertised, who would probably make more charitable
contributions if those contributions were made public than they
otherwise would. Are we going to handicap the law because
of such silly excuses as that? Are we going to have the bil-
lions and billions of publie funds handled behind closed doors,
without even Congress having any knowledge of the method
in which they are handled? Are we going to conceal from
view, even of the legislative body of the country, the thonsands
of income-tax returns, making up the great bulk of the income
of the Government, simply because of what to me seem such
almost foolish objections as that somebody does not like it;
somebody does not wish to have his profits known? As Benja-
min Harrison once said, It may be embarrassing to some, but
it is not a serious matter.

I have been getting letters from all over the United States
Inspired by this great propaganda opposing publicity of in-
come-tax returns. I remember getting one letter from a law-
yer in one of the great cities of the United Stafes making an
extended argument against publicity of income-tax returns on
the ground, and the sole and only ground, that it would en-
able his competitors, the other lawyers in the city where he
lived, to know how much income he made. He said, * They
will find ont I am making a great deal more money than they
think I am making; they will realize I am charging bigger
fees than they think I am charging.” That was annoying fo
that man; he did not want that information to be given to the
other lawyers of the town. But is that a serious matter?
Shall we permit a burean of the Government, where nearly all
the money of the taxpayers in the United States is handled. to
proceed in secret? Shall we continue that practice forever
merely because some silly, little objection of that kind is
made?

Our duty, the duty of every citizen to the publie, it seema to
me, even though we believed it would in some instances grate
on the consciences of the taxpayers, demands that there shounld
be publicity for the public good as well as for the protection of
the taxpayers who are willing and anxious to pay what they
justly owe under the law.

The Senator from Utah said in the course of his address at
the beginning of this debate:

It is not apparent that any useful purpose has been gerved by the
publication of the amount of income tax paid Iy the various tax-
payers,

I am inclined to agree with the Senator from Utah in that
statement. The thing that I am asking for now, and that I
am contending for here is not the present law; I concede that
there can not be much good come from the existing law, but I
hope Senators will not get into their minds the fact that that
is what we are contending for. I tried to make plain at the
beginning that that is not the object of this umendment. This
amen(lment is exactly, as I have previounsly stated, word for
word, the language that we put into the preceding tax bill,
but which went out when it got into conference. Further
along in his speech the Senator from Utah stated :

It is not apparent that the information so disclosed has been intelll-
gently availed of by anybody, The Treasnry Department has been
unable to trace any additional tax receipt from the fact of publicity.

I concede that. The Information as disclosed has not
brought in any additional receipts, because the publicity that
is now provided by law is practically nil, for it does not give
any information that wonld be of any value to the Congress in
making a new law and very little value to the citizen generally
if he wanted to eriticize the tax returns of the large taxpayer.

The Senator from Utah again stated:
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In other words; the publicity feature is an additlonal Incentive for
delay in the final settlement of tax liability and is a hindrance rather
than an ald to the Treasury Department In its desire to have tax mat-
ters settled as promptly as possible,

I think that is unimportant, although I do not agree with
that statement. The Senater from Utah further stated:

To the contrary, there Is every incentive for concealment of actual
facts generally for reasons based upon a construction of the tax laws
4s to which there may be an honest difference of opinion. Bo that
actual fraud neither can be charged nor proved.

That is true under existing law.

Mr. President, T have introduced an amendment to the bill
which provides that all returns shall be public records and open
to inspection. It is evident the remarks of the Senator from
Utah are as well directed at this amendment as they are the
existing publicity provisions of the law.

We niay well realize the Treasury Department has and prob-
ably will not find any additional tax because of public records,
for the Treasury Department has been and is to-day committed
against the public knowing anything concerning the adminis-
tration of the tax laws or of the public having any records of
the work of the Income Tax Bureau.

But as to whether publicity results in increased revenune to
the Government, I think can be understood without difficulty.
‘We recently had an inquiry by a select committee of the Senate
relative to the administration of the tax laws. There we had
some publicity, some examination of the returns of taxpayers,
and there is no one who will contend that the Treasury Depart-
ment has not found much additional revenue as a result of that
inquiry.

The report of the majority of the select committee, on page 4,
says:

All amortization allowances exceeding £3500,000 have been reviewed
by the committee’s staff, and improper allowances in thls class alone
appear to amount to $210,665,360,40. The tax on about two-thirds of
this amount can be saved to the Government by prompt aection of
Congress.

Is there anyone who will contend that that condition would

have been exposed had it not been for the publicity obtained
through this committee? Is there anyone who will contend

that the Treasury Department would have stopped these im-

proper allowances had it not been for this investigation? The
tremendous refunds of the last few years is a mute answer to
that question.

But, if there is anyone who will contend otherwise, I am
told that the representatives of the bureau fought and op-
posed the representations of this committee at every step
and defended everything that had been done and was being
done. When it was shown that the United States Steel Cor-
poration had spent more money for plant extension in the post-
war period than it spent during the war period, and yet was
being allowed some §25,000,000 of amortization because the
corporation contended the war plant was waste, I understand
the bureau defended and fought any contrary view, and only
after days and days was there any admission that the whole
thing was wrong and would have to be corrected. Is there
anyone who will contend that the bureau, admittedly in this
frame of mind, would have corrected that condition had there
not been an investigation and publicity?

Mr. President, I take it from the committee's report that the
United States Steel Corporation was claiming amortization to
the amount of $25,000,000. It is elaimed that under the law
it was entitled to that deduction for amortization because
during the war it had expended that much in new plants, but
it developed, so the select committee says, that that was not
true. If during the war, for a war purpose, the Steel Corpo-
ration had expended money and bullt new plants simply for
war purposes, and after the war they were useless, under the
law they would be allowed to amortize that expenditure, to
deduct it and get credit for it in their subsequent income-tax
returns; but if it developed, as the commitiee says it did de-
velop, that they had more business after the war then they
had during the war, and that these plants erected during the
war were after the war working 100 per cent, then under such
a condition they were not entitled to that $25,000,000 dedue-
tion, for there had been no expenditure as a war proposition
that would enable them to amortize {'

Did anybody in the country know what was going on? No.
Did anybody know that they were about to get a deduction of
$25,000,000 when they were not entitled to it under the law?
No. Publicity of this committee’s work gave the country
knowledge of it; and while the guestion is undetermined as yet,
it is believed that this money would not be taken from the
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Treasury of the United States. Publicity has saved it, if it
ghall be saved. If the statements are correct, then the bureau
had no legal right to give that $25,000,000 back to the United
States Steel Corporation, and they never would have attempted
to do it if there had been publicity. The proceedings, however,
went on in secret. p

I concede that there may be a contention that all of it or
purt of it ought to be amortized. From what the committee
says, I judge that can not be so; but, admitting for the sake of
tlie argument that it is a disputed guestion, yet with §25,000,000
of the taxpayers’ money at stake in the case of this one cor-
poration alone can anyone defend a proceeding behind cloged
doors® Would it hurt anybody if that case were admitied to
the public gaze and tried as I must try my lawsuit in a court
of justice? But it is sald—

Mr. SMOOT. The bureau never allowed that case. It is not
seitled to-day. 5

Mr. NORRIS. No: it is not settled as yet; but the committee
says that everybody in the bureaun was contending that it should
be settled : everyone there was fighting for it; they were all on
the side of the Steel Corporation.

Mr. SMOOT. It would have been settled if that had been the
cuxe,

AMr. NORRIS. It has not been settled as yet, but even though
yon go so far as to concede that the amount ought to be allowed,
the very fact that that amount of money in which the Govern-
ment has g direct interest is at stake should be sufficient to
condemn a secret proceeding behind eclosed doors and call for
the doors to be opened in order to let the public know what is
being done with their own property.

But it is said by the Senator from Utah:

There may be an honest difference of opinion,

Is it not strange that in such a situation as that of the
United States Steel Corporation the difference of opinion weighs
g0 heavily against the Government until the thing is exposed?
Is it not strange that there should not be any difference of
opinion until publicity comes on, and that these secret govern-
mental officials are all in favor of the Steel Corporation rather
than the Government—until the doors are opened, at least? If
we have public records, is it not fair to believe as a result of
this recent investigation that publicity will force this bureau
to decide now and then that the Government is entitled to some
consideration when there is a difference of opinion?

The Senator from Utah adds that actual frand can neither
be charged nor proved.

Let us consider that statement., Unless we have public ree-
ords, of conrse, anyone interested in defending the Treasury
Department can make those general statements and get away
with them. We have had some slight publicity through the
select committee, and I desire to read some excerpis from their

report.

The National Aniline & Chemical Co. case is reported on page
9208 of the report of that eommittee. I will read from that part
of the report on page 205. Referring to certain intangible values
illegally ellowed by the bureau, the report goes on fo siy on
page 205:

. income tax on the profit which they received upon the sale of these
fntangibles. In relation to (his matter Bolicitor Mapes, in a memo-
randum fo the commissioner, said:

“ The third question in this case is whether the several constituent
corporations realized income at the time of the exchange from the
transfor of their assets to the National Aniline & Chemical Co. in
exehange for its stock, Ay opinion on this question was that the con-
stituant corporations realized income from the exchange measured Dby
the difference between the cost or value as of March 1, 1013, of the
property and the market value of the stock received in exchange.

w1 understund that the legal correctness of my opinion on this point
g not questioned, but as a matter of policy it is deemed advisable to
close the case on the other basis in accordance with which it has been
prepared.

“ This is a matter of poliey concerning which I hesltate to express
an opinion.”

That was the solicitor speaking. The report of the committee
continues on this point:

The vendor companies were not taxed on the profit made by them on
the sale of the Intangible assets above mentioned.

Thus in the month of June, 1922, the Commissioner of Internal
Revenue. against the adviee of the solicitor, grants as refund of
$3.085,771.55, which is largely based upon an allowance, as invested
capital, of an excess of the amount allowable to the former owners
of this property, and in the same month publishes a cumnlative
pulletin proclaiming that such a thing can not be done under the
circumstances in this case.
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1 want to read from a part of this committee’s report a little
b?;t;ml the guotation that I have just read. This is some more
of it:

From the solleitor’s memorandum above quoted it also appears that
the tax on §11,500,000 of profit is also walved “ as a matter of policy,”
although the legality of the tax is not questioned.

What do we have here, Benators? The legality of the tax on
£11,600,000 not guestioned, says the committee, Nobody gues-
tioned the legality of the tax and yet they waived it, and in
their language—I1 presume it is copied from the order waiving
it—it was waived : why? “As a matter of policy "' ; that is all—
secret, behind closed doors!

Would anybody have been injured if that had been done in
public? Mr, President, if there had been no secrecy that would
not have occurred. If the officials who waived the tax on
$11,500,000 knew when they waived it that their action was
going to be public they would not have walved it: and that
is what I have been contending for. If we bad publicity these
things would not occur; at least, not all of them.

Did anybody know that that was going on? Did anybody
know that this Aniline & Chemical Co. was having a secret
hearing behind closed doors, and that our officials in secret
were waiving a tax that they said was legal on $11,500,000
of income? Did anybody know it? Was there any way to

find it ont? It never was known until this commitiee gave

some publicity to it.

Senators say: “Oh, this committee -have not found any
fraud. They have not found anything bad.” Was that fraud?
Was there anything about it that was wrong? Is there any
man who can defend carrying on the official business of our
country with that much involved and doing it in secret, keep-
ing it from the very officials of our own Government? Is

| there any defense for such action? I should like to hear

somebody defend it. 1 should like to have somebody tell
the reasons for secrecy in the Internal Revenue Bureau in
this case. Would it have hurt this company any to pay the
tax that the committee say was legal, and its legality con-
ceded? Would that have been embarrassing to them? Were
they afraid that their competitors in the chemical business
wonld find it out; and is that a sufficient excuse for this
secret action of our governmental officials? 1Is not that a
fraud which can be charged and proved? If the Solicitor
of the Bureau of Internal Revenue makes a statement that a
certain tax is legally due, and that no one guestions the legal-
ity of the tax being due, but that, “as a matter of policy,”
the commissioner decides not to collect such a tax, is not that
a fraud upon the Government?

Turning to another page of the report, page 98, we have a
discussion of the case of the Standard Oil Co. of California.
In that case, despite the legal opinion of the solicitor and the
order of the commissioner, the chief engineer of the bureaun
determined to adopt a policy which would give the Standard
0il Co. about £3,000,000. While that is not a consummated
fraud, is it not an attempted frand?

Let me read from that case of the Standard Oil Co. of

| 3 o2
If this action was correct, the vendor companies were liable for | California:

This case is of great importance, as illustrating the lack of con-
trol by the Commissioner of Intern2l Revenue over the engineering
divislon of the Income Tax TUnit, the general attitnde of the head
of the engineering division and the chief of the oll and gas valua-
tlon section toward the Government and the oil producers, and the
kind of reasouing which governs this work.

The regulations (reg. 45, art. 223) permit an oll producer to
deduct development costs, as either current expenses each year Aas
they are Incurred, or to capitalize such costs and deduct them

| through depletion. This regulation provides that “An election once

made under this option will cont_rol the taxpayer’s returns for all

| subsequent years."”

Let us get that. TUnder the law this corporation had a
right to deduct its development costs from its yearly income as
current expenses.

1t did not have to do that, however. It conld capitalize such
costs and deduct them through depletion. It had its choice.
It could do either one. The only thing required is that when

it decided which way it would do, that should apply to all the

vears. In other words, it could not do one way this year and
another way the other year. So this corporation decided, from
the very beginning of its organization down to and including
1921, to capitalize its development costs. That was perfectly
all right. It had a perfect right to do it.

The taxpayer's original returns comformed to this practice, and the
tax computed on this busls was paid.
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Later, however, thls taxpayer discovered that if, instead of
treating these development costs as expenses, it had taken the
other course it would have saved some money.

It was found that to convert such development costs from a capital
Into an expense item would reduce this taxpayer's taxes for the years
1918 to 1920, inclusive, $3,378,921.35.

They did this at the beglnning; but when they got up to
these years they found that as to these years they would have
made more money if they had taken the other course; they
would have saved some taxes; and so they proceeded to do it.

Now, there were the facts.

Mr. COPELAND. Mr. President, may I ask the Senator a
question?

The PRESIDING OFFICER (Mr. Fess in the chalr). Does
the Senator from Nebraska yield to the Senator from New
York?

Mr. NORRIS. Yes.

Mr. COPELAND. How did they do it?

Mr. NORRIS. I am going to tell the Senator. I am going
to read just how they did it:

It was claimed by Mr. Thayer, chlef of the oil ¢ gas valuation
section, that in May, 1922, an oral agreemant was ent * Into— .

Remember, now, that was in May, 1022—

between the representative of the oil and gas valuation section and the
taxpayer that In consideration of the waiver by the taxpayer of an
unsubstantiated claim of some description, of which there is no record,
the taxpayer would be permitted to file amended returns for 1918 and
gubsequent years, in which development costs would be deducted as
current expense,

They had had the benefit of the other course up to 1918,
getting the benefit as they decided. First, they decided to
capitalize these costs. They did that as long as it was profit-
able, and when the profit would turn the other way they
reversed the procedure, contrary to law and regulation, and
made both of them work, as far as some of the officials of
the bureaun were concerned. They had to have an excuse to do
that. They had to have some reason for it. They wanted to
file amended returns and get their action reversed so as to
make this something over $3,000,000; and as an excuse they
concocted the scheme of having one of the employees—it was
Mr. Thayer, the chief of the oil and gas valuation section—
make an oral agreement, of which there is no record. The
only thing we know about that oral agreement is that in con-
sideration of some things which are not told, which may never
have existed, they were going to be permitted to file amended
returns, absolutely illegal, absolutely contrary to any warrant
of law. They filed the amended returns, however; and so
afraid were they of getting into trouble over filing those
amended returns that they never signed them. As a matter
of iaw there never was an amended return, because to be a
return the paper must be signed and sworn to by somebody ;
otherwise, it is nothing but a scrap of paper. But these
amended returns were not sworn to. They were not even
signed. Did anyone know about what was going on there?
No; it was done in secret. We never would have found it out
if it had not been for this committee.

This would set a precedent nnder which other taxpayers could sus-
tain claims for refunds to the amount of approximately $25,000,000
(Exhibit 12), (2825.) On September 1, 1922, the taxpayer was noti-
fied that such amended returns would be received.

On May 7, 1923, the taxpayer flled unsigned amended returns, in
which development expenses were treated as capital charges (2808).

On June 9, 1923, the rules and regulations sectlon ruled that the
amended returns, changing the development costs from eapital to
expense charges after the taxpayer had elected to capitalize such eosts,
could not be received.

Mark you, the rules and regulations section ruled that that
could not be done. Of course, it could not be done. Of course,
it was a violation of law. In the first place, their amended
returns, unsigned, unsworn to, would not justify them in doing
anything, even though the act that they wanted to do had been
legal. But it was illegal. It was a violation of the regula-
tions. It was a violation of their own election. They sought
to have it done without filing anything except what they called
unsigned returns.

Let us follow this case. It is like a lawsuit, although it is
being tried behind closed doors. Mr. Thayer, an unimportant
employee, decided that the Standard 0il Co. of California
could make a change in their returns which would yield them
a benefit of something over $3,000,000 in taxes. Ile said it
was an oral agreement, and in accordance with that agreement
they had filed unsigned amended returns, which Thayer said
would be all right. ;

Mr. SMOOT. They never got the refund, however.

Mr. NORRIS. Not yet. They probably would have had it
if it had not been for this committee.

Mr. SMOOT. They would not.

Mr. NORRIS. They probably would have gotten it If it had
not been for publicity, although it was contrary to the ruling of
the commissioner himself, and of the solicitor, as I shall show.

On June 9, 1923, the rules and regulations section ruled that
they should not be allowed to file this amended return and
could not get this money back. On July 9 the solicitor sus-
tained the regulation. He held that, as a matter of law, that
could not be done. That should have settled it, should it not?
It would have settled it if it had been out in the open day, but
it did not settle it behind closed doors.

On Seplember 10, 1023, Mr. Thayer— ;
The man who told them originally they could do thls—

recommended that, notwithstanding the solicitor's ruling, the regula-
tions, and all former precedents, the case be closed on the basis of the
amended returns.

What do Senators think of that? Would that ever have
taken place if there had not been secrecy there? Would any-
body have dared to take that course? Would anybody for a
moment have thought that such a thing would take place if
there had been publicity?

Mr. REED of Pennsylvanin. Mr. President, will the Senator
yield for a question?

Mr. NORRIS. Yes,

Mr. REED of Pennsylvania. In the first place, I understand
they never did get their money, in splte of all this secrecy.
ﬂer. NORRIS. I am coming to that. Do not worry about

at.

Mr. REED of Pennsylvania. In the next place, I am wonder-
ing how the Senator thinks his amendment providing for
publicity of returns would make public the auditing such
as he is talking about here.

Mr. NORRIS. I am coming to that. I will take that up,
too. I am glad the Senator called my attention to that, for
I might have forgotten it. If I do forget it, I hope the Senator
will eall my attention to it again, because I do not want to
ialverlouk that matter. There i3 quite a point in it for pub-

city. .

Senators are anticipating me. They say, “ Why, they did
not get the money.” They have not gotten it yet, it is true.
But they do not say anything about this thing going on in
secret. Nobody comes out, even in the Senate, and says, “ It
was all right to do that kind of business in secret.”” Nobody
says that we would ever have known anything about it if it
had not been for this Couzens committee. Now we have it,
that the solicitor, as a matfer of law, has disapproved it and
said it could not be done, and this employee, Mr. Thayer, away
down below the solicitor, recommended that, notwithstanding
the solicitor's rullng, notwithstanding the regulations, notwith-
standing all former precedents, “this case be closed on the
basis of the amended returns.” In other words, this seeret
tribunal, this man doing business for the public in secret, said,
“ Give them this money, even though it is a violation of law,
even though it 1s a violation of every precedent, even though
it goes contrary to the opinion of the sollcitor himself.”

Mr. SMOOT. Mr. President, the Senator knows, does he not,
that all claims over and above $50,000 have to go to the
solicitor?

Mr. NORRIS. Do not get off on that tangent.

Mr. SMOOT. It is not a tangent; it is a fact.

Mr. NORRIS. Of course, it is a fact, but it has nothing
more to do with this ease than a last year's bird's nest.

Mr. SMOOT. There is no man——

Mr. NORRIS. Let us keep to the text. Let us stay with
this case.

Mr. SMOOT. If the Senator does not want to yleld, that is
all right.

Mr. NORRIS. Of course, I will yield; but I am not going
to yield to the Senator to talk about the weather.

Mr. SMOOT. The solicitor is not the weather.

Mr. NORRIS. I am not going to have my attention dis-
tracted from the Standard Oil case, about which I am talking,
Let us get through that, and then we will talk about anything
else the Senator wants to talk about, even about the inspira-
tion of the Holy Scripture.

Mr. Greenidge concurred in Thayer's recommendation.

On September 29, 1923, Mr. Bright, Deputy Commissioner in charge
of the Income Tax Unit, with all the facts before him, ordered the case
closed on the unsigned amended returns,

We are getting up a little higher. We have gotten up now
to a depulty commissioner, He orders this done; in secret, it



h

is true. Would he have done that If there had been publicity?
1 do not believe he would. I do not believe he would have
said, “ Violate the order of the solicitor; violate every prece-
dent ; violate the rules; but allow this thing to be done.” He
would not have dared do that if he had had to act in public.
Dut he was acting in secret, and so Thayer said:

We will do this anyway, no matter what the law officer says, no
matter what the regulations are; we are golng to give the Btandard
0il Co. this money.

Then they notified the taxpayer that it was going to be done,

The amended returns were audited and resulted in a certificate of
overassessment for a refund of $3,578,921.35.

That is the money that was involved in this secret trans-
action.

In aceordance with the regular procedure this certificate of over-
agsessment, involving more than §50,000, was sent to the selicitor for
his approval.

Now, it gets back to him the second time.

The solicitor, Mr. Nelson T. Hartson, in a memorandum to
Deputy Commissioner Bright, under date of January 29, 1924,
says:

This certificate results from permltting the company to fille amended
returns in which there is charged to expense varlous items thereto-
fore capitalized.

This office in & memorandum to you, under date of July 8, 1923 —

He wrote this in Jannary, 1924—

held that as a matter of law this could not be done, and for that
reason the certificate is returned to you without approval.

It is understood, however, that the proposed adjustment has been
discussed with the commissioner and you should dispose of the case
as directed by him. File is herewlth returned.

This brought the case to the attention of the commissioner
himself, whose action is shown in the following memorandum.
This is dated February 20, 1924:

My attention has been called to your letter of September 20, 19283,
In regard to the Standard Oil Co. of California, wherein you advise the
company that its amended returng for 1918 and subsequent years in
which intangible development items previously capitalized or charged
off to expenses will be accepted, and notifying them that thelr case
will be audited on that basis,

1 think your letter is in error. It appears that you based your letter
on some verbal understanding had between the conferees of the matural
resources division and the representatives of the company. Any verbal
understanding of an important matter lke this is most unfortunate,
and 1 do not feel that the bureau can be bound by it. In the first
place, a matter of so much Importance should be reduced to writing;
in the second place, while great weight is given to agreements on the
part of conferees, their agreements are not binding, and no agreement
can be binding unless it is approved by the commissioner.

This matter was called to my attention some monihe ago, and the
faets as presented indicated that perhaps the understanding between
the taxpayer and the conferees should be carried out, but a thorough
investigation of the file convinces me that this would establish a dan-
gerous precedent and should not be done. You will therefore please
notify the taxpayer.

D. H. Brare, Commissioner.

Listen to this:

Notwithstanding the foregoing memorandum of the commissioner,
the two rulings of the solicitor, the ruling of the rules and regulations
section, as well as all of the published precedents, Mr, Greenidge, as
late as November 26, 1924, did not acknowledge defeat in his effort to
gecure this refund of over $8,000,000 for the Standard 0il Co. On
November £6, 1924, Mr. Greenidge—

A Government official, acting behind closed doors—

writes Mr. Bright es follows:
November 26, 1924,
In re: Btandard Oil Co. (California), S8an Francisco, Calif.
Mr. J. G. Bright,
Deputy commissioner,
With reference to the still undecided question—

He says it is undecided. It had been decided twice by the
golicitor; it had been decided once by the commissioner him-
self, the head of them all; it was conirary to every precedent
that had ever been set up in the bureau; it was a violation of
the rule, as everybody admitfed, and yet this man Greenidge
gaid it was still an undecided question.

With reference to the still undecided guestion of whether or not this
company should be permitted to file amended returns in which develop-
ment costs previously capitalized are charged to expense, your attention
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is Invited to the attached copy of a recent recommendation from the
solicitor's office, particularly to issue No. 4.

In the ease of the Standard Oil Co., a eertain part of its income is
impounded each year from 1914 to 1920. It appears, therefore, under
the sollcitor's recommendations referred to, that this company might
file amended returns reporting these impounded funds as income for
the year in which they accrued. The adjustment necessary to file these
amended returns would be relatively small, as the amount of funds
fmpounded 1z not large, but once the right to file amended returnz on
any basis is conceded a precedent would be established for accepting
amended returns for 1918 and subsequent years in which adjustment
would be made not only for impounded funds but also for the change
from capltalized development costs to expensed development cost.

It is suggested that this matter might be discussed informally with
the solicitor,

Think of that ingenious proposition, where the commissioner,
where the solicitor, where the bureau, where everybody had
ruled against Mr. Greenidge. It does not appear that there is
any way for the Standard Oil Co. to get this $3,000,000, and
vet he does not give up. He says:

Here is a thing that might be used for the purpose of giving thenr the
right to file amended returns. It is not of much importance, it is true;
it does not amount to anything; but if you can ever get it established
that they can flle amended returns, then they can put in the very
things which have been rejected and get the money back.

The committee says:

This memorandum is conclusive evidence of a most deplorable situa-
tion In the Income Tax Unit. Mr, Greenidge had sole charge of all of
the work of determining the allowances for depletion, amortization,
values of natural resources fer invested capital, and profit and loss
purposes. That this vast responsibility and authority sbould be vested
in & man who is even capable of reconymending that a taxpayer
should be permitted to open the door to the opportunity to claim im-
mense deductions under the subterfuge of filing amended returns for
the purpose of reporting as additional income an inconsequential amount
of impounded funds shows a most dangerous situation.

Does anybody think that that does not tend toward fraud? Is
there any lawyer who ever had anything to do with fraud who
will not admit that that is evidence of fraud? If it means any-
thing on earth it means the deepest kind of fraud. It goes to
indicate that there is corruption and that there is collusion by
a Government official with the Standard Oil Co. on the outside.
I do not see how anybody can deny it.

No further action—

Said the committee—

is taken in this case until January 19, 1025, when the depuiy com-
missioner instructed Mr. Greenidge and the head of the consolidated
audit seetlon to assess the deficlency of tax for 1017, unless proper
waivers are recelved before the statute of limitations runs (2830).

Notwithstanding the orders of the commissioner and the deputy
convmissioner, this case apparently went to audit with depletion de-
termination based upon the amended returns, because on April 18, 1925,
L. T. Lohman, head of the consolidated returns division, advises the
deputy commissioner that he can not proceed with the andit until the
receipt of the engineer's report.

Think of it. Notwithstanding all this, they were still allowed
to file amended returns. Notwithstanding the fact that the high
officials had denied the right, these subordinates went on just
the same. I suppose if the commissioner did not know it and
the solicitor did not know it it would have gone on and the
company would have received the money. The commissioner
and the solicitor assumed their orders had been obeyed; that
when the sellcitor said, “It is illegal, and you can not do it,”
when the ecommissioner said, * It is illegal, and you can not do
it,” and when the rules said, “ It is illegal, and you can not do
it,” their subordinates wonld carry out the decision and the
rules—but they did not do it. They took the amended returns.

On April 30, 1925, Mr. Thayer, chief of the oil and gas valuation
gectlon, sent & memorandum to Mr. L. H, Parker, chief engineer for
this committes, which concludes with the following statements (2832) :

“ Inasmuch as the taxpayer has had already three letters, each com-
tradicting the previous one, it is belleved to be good policy to take no
further sction until the offices of the bureau are in accord, to the end
that there shall be no further reversals of actions taken. The proper
action to be taken is now a matter of discussion between the engineer-
ing and audit divisions.

“This is not a matter of law, but a matter of interpreting the regu-
lations, and there are good and valid arguments on both sides. More-
over, It is purely an interoffice argument over an open case.”

That is Mr. Thayer. IHe wrote that memorandum after
the Conzens committee was appointed, I presume, kuowing that
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it was golng to get to the committee. He said there were
three contradictory letters, and that is frue, because Thayer
himself, to begin with just a minor official, wrote the Standard
0il Co., “ You can have it." The solicitor said, * No,” and after
it had gone to Greenidge he said, “ You can have it,” and then
the commissioner said, “No.” These minor officials on three
different oceasions have written the Standard Oil Co. of Cali-
fornia that they could file amended returns, although in every
instance they knew that thelr superior officers had decided
otherwise.
Said the committee:

Thus, In spite of the fact that the solicitor has twice ruled that the
taxpayer was bound by its election to capitalize 1its development
charges, and both the commissioner and the deputy commissioner have
formally ordered the case closed on the original returns, the chief of
the oll and gas valuation sectlon still conslders the question open to
be settled by discussion between the engineering and the audit divi-
sions.

The examination of the work in the engineering division of the
Income Tax Unit has convinced this committee’s staff that nothing
is considered settled by Mr. Grecnidge until the taxpayer is satisfied,
notwithstanding the Commissioner of Internal Revenue, and that this
principle governed the work of the oil and gas valuation section under
Mr. Thayer.

I wish Benators would listen to this because it is very
important. They did not get the money in this case because
it had to go through the hands of the solicitor; but, said the
committee—

Had this case involved a claim in abatement instead of a refund
it would not have gone to the solicitor for approval, and the solicitor’s
failure to approve would not have brought the case to the attention
of the commissioner.

Just think of that! If it had been a case involving a
claim in abatement instead of a refund they would have
received the money through the action of a man in the
bureau who was little more than a clerk. But because It was
a refund it had to go to the solicitor, and they could not over-
rule the solicitor when he said it was illezal except by an order
from the commissioner, and the commissioner sustained the
solicitor,

Inasmuch as the taxpayer has now filled a claim for a credit against
other taxes the allowance does not now depend upon a refund requir-
ing the solleitor's approval.

Listen to that, Senators. They are going to get it anyway
w#thout the solicitor or the commissioner ever finding it out,
or would have gotten if if it had not been for the Couzens
committee.

Inasmuch as the taxpayer has now filed a clalm for a credit against
other taxes, the allowance does pot mow depend upon a refund, re-
quiring the solicltor's approval (2832). The above quotation from
Mr. Jhayer's memorandum to Mr. Parker shows that the oil and gas
gection did not regard either the solleitor's rullngs or the commis-
sloner’s order as binding upon him, and if the chief of the audit
division ecan be Induced to pass the claim, it ean be slipped by the
cominissioner without his attention being called to it.

We belleve that this case warrants a serious doubt as to whether
the work of the engineering division is under the actual control of
the Commissloner of Internal Revenue,

My, President, it seems to me that we ought to panse for a
moment when we have that kind of a condition before us,
a case the commissioner has denied and in which the solicitor
fins rendered two opinions both saying it was illegal, and yet
some inferior official of the bureau instigating a method by
which he tells the taxpayer how he can get around the deci-
sion and the opinion. Would that happen if the business of
the Government were transacted in public?

The Senator from Pennsylvania [Mr. Reep] asked me
a while ago what that had to do with the amendment that is
pending. It has everything to do with it. If the amendment
were adopted the flling of the amended return and of the
original return would be public, The first return would show
that the development expenses had been capitalized. The
amended return for subsequent years, when it is profitable to
take the other course, would show that they were considered
as expenses instead of being capitalized. It would appear
from the face of those two returns that the Standard Oil
Co. of California used one method when the tax was easiest
for them, and when to apply that same method in a subse-
quent year it would increase their taxes they switched around
and used the other method. All that would appear on the
face of the returns themselves. Moreover, the amended return
was never sworn to and it was never signed, That fact
would be published and the publle would know 1t,
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I think the amendment has a very important bearing on the
particular case under discussion, but if the provision of the
amendment had been the law and those transactions were
golng on the incident never would have occurred. No man
would have dared to take the course that Mr. Thayer and
Mr, Greenidge took in the Standard O1il case to help the
Btandard Oil Co. get from the Government of the United
Btates more than $3,000,000 in taxes which it justly owed the
Government,

Remember, that case g still pending. If Greenidge’'s adyice
is followed, they are going to get that money unless the pub-
licity which came from the Couzens committee has stopped it.
It may be, now that the attention of Commissioner Blair has
been called to it publicly, that they will not be able to ecarry
out the scheme, but if there had been no publicity, even though
they had failed all the way through to get an illegal claim
allowed, they would have carried it out through the method
Greenidge suggested and it never would have come to the atten-
tion of the commissioner or the solicltor, but would have been
paid withount their knowledge.

Mr. President, I have been advised many times by respon-
gible parties since the pending bill has been before the Senste
that, regardless of conditions which exist in the buream, an
employee dare not divalge the fraudulent conditions that exist.
In the first place, he is reminded of the secrecy clause of the
statute. In the second place, the system of espionage and pun-
ishment by the superior officers, if he discloses fraudulent con-
ditions to anyone other than his superiors, is constantly a com-
pelling reason why he should remain silent. I know, Senators,
that this kind of evidence is not satisfactory. I know that if
I say a certain condition exists in the bureau, but that I can
not give the name of my informant, it is not very satisfactory
evidence. I ought to be able to give the name of the man and
tell who it was that gave me the information. I know that I
have had brought to my attention the knowledge of some em-
ployees down there and have asked them to come to my office.
One evening I had arrangements for three to be there, but
none of them came. They sent word and told me why they
could not come. I do not mean to say the bureau is honey-
combed with men who are dishonest—not by any means. There
are many honest, patriotic men down there trying to do their
duty, but they are handicapped by this secret method of doing
the public business, and they dare not come to me or to any
other Member of the SBenate and tell the truth about what is
going on there, because they are afraid they would lose their
positions if they do. Then, too, when they do that they have
violated the law, because we have a law against it. They hava
not any right to do it. It is a condition that it seems to me
is unbearable in any free country.

Now, I wish for just a moment to consider—I am not going
into it in detall, because the Senator from Michigan [Mr.
Couzens] is so much better gualified to handle the matter than
am I—the views of the minority of the so-called Couzen's com-
mittee, I tried to bring this out when the Senator from Ken-
tucky [Mr. Ernst] was reading the views of the minority, but
he would not yleld to me to do 0. On page 20 of those views
the committee in defending the secret methods which are going
on in the Internal Revenue Bureau states near the bottom of
the page: [

Not only have these rullngs of general application been published,
but the bulletins in which rulings are published bave contained for the
last two years a sfatement on their covers as follows:

“No unpublished ruiling or decislon will be cited or relled upon by
any officer or employee of the Bureau of Internal Revenue as a prece-
dent 1n the disposition of other cases.”

In the first place, Mr. President, I wish to call attentlon to
the fact that the minority of the committee jump at the very
first opportunity when they are able to show that there is
some publicity down there. Why do they do that? Why do
they call attention to the fact that there is some publicity
down there? If they are right in their contention, they ought
to be arguing the other way and saying, “ We criticize the
bureau because there is a little publicity.” They ought to
close the doors and have no publieity; but at the first oppor-
tunity afforded to show that there is some publicity, they say:

Not only have these rulings of general application been published,
but the bulletins in which rulings are published—

They published some of their rullng; that is very true—

have contained for the last two years a statement on thelr covers as
follows :

“ No unpublished ruling or decision will be cited or relied upon by any
officer or employeae of the Bureau of Internal Revenue as a precedent
in the disposition of other cases.”
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There is an admlssion from the bureau itself that there are
unpublished rulings, but they say those unpublished rulings
are not used as precedenis. There is one of the dangers of
gecrecy. In effect, this little statement from the bureau is,
“Yes, we have secret rulings which we do not publish, but we
do not use them as precedents in the disposition of other cases.”
Of course they do not. Some of them would be too “rotten.”.
They would not use a ruling like that in the Standard Oil Co.
case; they would not use a ruling like the one made in the
chgmical ecase, to which I have called attention; they would
not use rulings such as were made in many other cases to
which I am going to call the attention of the Senate. No, they
are secret; and, Mr, President, there is a confession of the
danger of secrecy.

There is an admission that they have secret rulings, but they
are not going to be used as precedents. Of course not, If
they were to nse them as precedents they would destroy the
effect of mecret rulings. That is the way secret government
always ends; that is the way secret tribunals always carry on.
They can not use their rulings as precedents. They are not
good as precedents. They are themselves violatlons of prece-
dents; they are themselves exceptions to the rules; they are
themselves violations of rules; they are themselves vlolations
of law and violations of fact. They are themselves secret rul-
ings that give favors to particular interests, to particular indi-
viduals and corporations. Of course, they do not use them as
precedents. Of course they are secret; nobody knows what
they are except the employees in the office and the great big
taxpayer who gets the money that the Government of the
United States ought to have.

Mr. COPELAND. Mryr. President—

AMr. NORRIS. 1 yield to the Senator from New York.

Mr. COPELAND. Does the Senator from Nebraska mean
that in proceedings before the Treasury Department there is
discrimination and that eertain citizens receive more favorable
consideration there than other cltizens receive?

Mr. NORRIS. That is just exactly what I mean. That is
what will always result from a secret way of doing public busi-
NEess.

Mr. COPELAND, Let us make it perfectly clear.

Mr. NORRIS. I think I made it perfectly clear in these par-
ticular cases.

My. COPELAND. I think the Senator did make it clear,
but I want it outside of all future discussion. I want to hear
from the Senator from Nebraska if he believes that there Is
inequality in the adjustment of clagims before the Treasury
Department ?

Mr. NORRIS. I think so, I will say to the Senator. From
the history of mankind, from the history of Government, from
the history of civilization, without saying that the heads of the
bureaus or departments are corrupt or that they are inten-
tionally deoing anything wrong, I think I am justified in saying
that you can not carry on a big business in secret and keep
corruption out. It is an impossible thing and it never has been
done,

Mr. COPELAND. The Senator from Nebraska, of course,
realizes that now we are not particularly interested in what
happened in the days of the Roman Empire, but we want to
know whether what he states is true now, this year?

Mr. NORRIS. Yes.

Mr. COPELAND. That there is this discsimination?

Mr. NORRIS. There is right now in the city of Washing-
ton.

Mr. REED of Pennsylvania. Mr. President, will the Sen-
ator from Nebraska yield for a question?

The PRESIDING OFFICER. Does the Senator from Ne-
braska yield to the Senator from Pennsylvania?

Mr. NORRIS. Yes.

Mr. REED of Pennsylvania. Does the Senator know that it
was stated by counsel for the Couzens committee when he ap-
peared before the Finance Committee that in all of these ex-
haustive investigations he had come upon no evidence what-
ever of corruption on the part of any official of the bureau?
He also stated that they were not particularly looking for cor-
ruption, but he stated that in no case which they had examined
had they found any indication of anything of the sort.

Mr. COUZENS. Mr. President, will the Senator yield to
me?
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Mr. REED of Pennsylvania. I think I am correct, but if I
am not the Senator from Michigan will correct me. |
Mr. NORRIS. 1 yield to the Senator from Michigan. !
Mr. COUZENS. I think the Senator from Penusylvania |

[Mr. Reen] intends to state the facts. I think if he will read 1
the stenographic report of the hearings before the Finanee |
Committee—I have not a copy bere—he will find that we did |
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not say there was no evidence of fraud, but we stated we
found no fraud. We specifically stated that we followed up
no evidence of it. If I did not state it before the committee, I
so stated in the Senate the other day.

Mr. NORRIS. There is not any real dispute as to what the
facts are. There Is probably a dispute as to the conclusions
that have been drawn by different people.

Mr. COPELAND. Mr. President——

Mr. NORRIS. Just let me finish this statement. The Sen-
ator from Pennsylvania [Mr. Remp] understands it perfectly
well. He is a shrewd lawyer, and he knows what the Senator
from Michigan said. The Senator from Michigan has been lean-
ing backward. He said he did not find fraud; they were not
hunting for fraud, and they never followed up any of these
things to see whether or not there was fraud. For instance, in
the Standard Oil Co. case of California they never went into
the question as to whether Mr. Thayer, if that is is name, had
received money or had been bribed or anything of that kind.
They were not investigating in that way ; they were not trying
to run down cases of fraud. So the Senator from Michigan
states, * We did not find fraud; we were not looking for it;
that was not what we were after; but,” he said, “ we did find
collusion ; we found corrnption.”

Mr. WATSON. Oh, no.

Mr. NORRIS. 1 think he did. Let him state what he did
find. He said here before the Senate, * We found collusion™;
and I think he said they had found corruption

Mr. WATSON. I do not think so.

Mr. NORRIS. That they had found dishonesty and inefli-
cleney., Then he said: “If that constitutes fraud, why, then,
there was frand.”

Mr, WATSON. I do not think so. In the first place, 1 do
not think the Senator said that, and in the second place we did
not find it.

Mr. REED of Pennsylvania. Will the Senator permit me to
state what was said on this subject before the Committee on
Finance?

Mr. NORRIS. It has been stated before, I will say to the
Senator from Pennsylvania. We all know what the Senator
from Michigan has stated, and I will yield to him to state it
again if he desires to do so.

Mr. REED of Pennsylvania. Does the Senator from Nebraska
decline to yield to me?

Mr. NORRIS. I will yleld to the Senator from Pennsylvania
afterwards. I am going to yield to him just as soon as I get
through yielding to the Senator from Michigan, I ask him not
to take offense; I am going to yield to him.

Mr. REED of Pennsylvania. The Senator from Nebraska
will yield to me, who asked him to do so, after he has first
yielded to all the Senators who have not asked him to yield.

Mr. NORRIS. I take it the great Benator from Pennsylvania
is going to be offended if I do not yield to him now, and I
yield to him right now. Let him go on and read whate‘er he
wants to read. He is going to read something that"is a
repetition, and which has been stated before, but he wishes
to do it, and I am going to humor bim and let him go on
and do it

Mr. REED of Pennsylvania. I very much appreciate the fact
that the Senator from Nebraska should yield to me, Mr. Presi-
dent. :

Mr. NORRIS. Hereafter when the Senator from Pennsyl-
vania interrupts we will drop everything else and yield to him
and everybody else may sit down.

Mr. REED of Pennsylvania. The Senator from Nebraska
seems. to want to yield to all the Senators who have not asked
him to do so, and I appreciate his finally yielding to me,

In the hearing before the Finance Committee, on page 73,
appears this question by myself:

Now, I am impressed by the vast dlscretion which the law has
intrusted to very poorly pald engineers and officials in cases that
involve milllons of dollars. You find nothing to Indicate that favoritizm
was corrupt? ;

Mr. Maxsox. No: I have never found anything in connection with
an amortization case which indicated that mpy amortization engineer
was——

Mr. NORRIS. Is that all? Will the Benator let me go on
now? Will the Senator from Pennsylvania let the Senator
from Michigan say a few words?

Mr. REED of Pennsylvania. If the Senator’s kindness is not
already strained to the breaking point——

Mr, NORRIS. No; it is not strained; it is unlimited.

Mr. REED of Pennsylvania. Perhaps bhe will permit me to
read another extract.

Mr. NORRIS. All right.
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Mr. REED of Pennsylvania. Mr. Manson was testifying
before the committee. I read from page 70 of the hearings,
beginning January 4:

Senator Reep of Pennsylvania. May I ask one questlon more? In
these cases, speaking generally, is the excessive allowance, in your
judgment, due to mistakes of the bureau or is it due fo corruption?

Mr. MANSON. Oh, I do not maintain It is due to corruption. I do
not maintain that; get that straight.

Senator REep of Pennsylvania. I am asking in all sincerity, because
1 am not familiar with the facts.

Mr. MaxsoN. Oh, no,

Senator REEp of Penunsylvania. Have you found any evidence of
corruption ?

Mr. MANsox. Oh, no; I haven't any evidence of corruption.

And that is in a bureau that has handled $30,000,000,000
of tax ecases in the last five years.

Mr. NORRIS. Mr. Manson, though, had not examined
those $30,000,000,000 of tax cases. The Senator might ask me
whether 1 had found any corruption. I have not been inside
the burean. He might bring a dozen men to prove the inno-
cence of a client and have them testify, and testify truthfully,
that they had not seen the crime committed; that they did
not know about it. The Senator from Michigan was not
looking for fraud. Now, I yield to the Senator from Michi-
gan and will let him make his own statement.

Mr. COUZENS. Mr. President, in the statement I made on
Friday last I pointed out just as emphatically as I could that
there were many cases presented as to which suspicion
lodged in the minds of at least some members of the com-
mittee. There was an attorney by the name of Hickey who
filed a number of affidavits. Mr. Hickey was a man who was
for years in the employ of the bureau, but who, as I under-
gtand, resigned with a high reputation. He filed affidavits
of collusion, of fixing, of distributing cases among certain
employees where they were satisfied that they could get a
favorable decislon, There were cases innumerable—and I
am going to recite some of them before I get through—that
made several members of the committee, at least, suspicious
that there had been collusion and favoritism.

We d, however, that we were not a grand jury.
It was specifically said by the Senator from Indiana [Mr.
Warson], and I think the Sepator from Kentucky [Mr.
HErysr], all of which I concurred with, that this was not a
grand-jury investigation; that we were devoted to the pur-
pose of finding out what the system was, what the opportuni-
ties for corruption and collusion and favoritism were. We
specifically said that we followed up not a single one of these
inferences, and there were many inferences. We never even
called to the witness stand Mr, Hickey, who filed several sworn
affidavits. We did not even call the men who he suggested were
corrupt. We made no attempt to cateh individuals, because
in the first place, as I stated, we were not a grand jury, and
in the next place to have discovered corruption and collusion
among those individuals would have been no benefit in correct-
ing the system.

I think that is a fair statement. I can not say whether
the Senator from Indiana, who sits near me, concurs in that
statement or not. I do not know whether he has the same
things in his mind that I have in mind. I do know that none
of us at any time attempted to follow up individual allega-
tlons of fraud, either in the investigation of the Internal
Revenue Bureau, the Income Tax Unit, or the Prohibition
Unit. So far as the Prohibition Unit is concerned, hundreds
of charges of fraud and corruption were filed with us, and I
never even submitted them to the committee, because I un-
derstood that the disposition of the committee was not to go
into these individual fraud cases, and we did not do that.

Mr. REED of Pennsylvania. Mr. President, I am glad the
Benator mentioned Mr. Hickey, because It gives me an oppor-
tunity to correct a misstatement I made the other day. I had
understood that he was discharged from the bureau and I re-
ferred to him in that way. He has written me to say that that
is an error, that he was not dlscharged, and I am only too glad
to make this statement as publicly as I made the other one.

As for the Senator's statement, he has stated the facts exactly
as I understand them. The commitiee was not a pack of de-
tectives. It was not trying to run down crime. I understand
that; but it did examine very thoroughly into the workings of
the bureau, and I was impressed by the fact that it found no
evidence that to its mind was conclusive of corruption, although
I fully understand that it did not go into all the clues that it
might have followed.

Mr. NORRIS. Why, of course.

Mr. COUZENS. The Senator from Pennsylvanla is correct.
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Mr. NORRIS. Whenever there was an indication of fraud,
the committee ran away from it. They did not follow up any
of those leads,

Mr. REED of Pennsylvania. Mr. President, that is not fair
to the Senator from Michigan. He did not run away from
anything,

Mr, NORRIS. I did not mean what I said in any offensive
way. They were not looking for fraud. They did not want to
find fraud.

Mr. COUZENS. I would not say that we did not want to find
it, but I would say that if it could have come to us without
conducting a grand-jury investigation we would have re-
ceived it. -

Mr. NORRIS. Yes. Fraud, however, does not come to com-
mittees in that way. Men engaged in fraudulent business are
not running around hunting committees to which to divulge
their fraudulent actions. I think everybody understands what
actually happened. The committee found many things that led
to fraud. The Senator from Michigan, however, states—and I
presume states with absolute correctness—that when they
found something that looked as though it was wrong they did
not follow it up. They did not try to find out what the end
might be, They did not go where they logleally would have
gone and where I think they ought to have gone. So it is not
right to say they found everything pure and holy in that
gecret tribunal. It is not right to say that there were not °
hundreds of leads that indicated that they were going to lead
the committee into corruption and fraud if they had followed
them.

Mr. COPELAND. Mr. President—

Mr. NORRIS, I yield to the Senator from New York,

Mr. COPELAND. Just for a moment, let us put the matter
on a little higher plane. Without reflecting at all upon the.
head of the bureau or the Secretary of the Treasury——

Mr. COUZENS. Mr. President, in that connection will the
Senator yield a minute?

Mr. NORRIS. of course.

Mr. COUZENS. No one has attempted in any speech or
statement to reflect on the head of the Treasury Department
or the head of the burean. It is the system of which we are
complaining.

Mr. COPELAND. That is exactly what I wanted to bring
out, that many of us who are critical of administrative acts
are not seeking to bring any suspicion upon the reputable men
and the honest and reliable men who are in official position;
but, if I understand the Senator from Nebraska and the Sena-
tor from Michigan, it has been clearly demonstrated that there
are inequalities in dealing with individuals; that some are
dealt with on one basis, and some on another. If that is true,
it is a serious reflection upon the Treasury Department; and
that, as I understand, is the charge made by the Senator from
Michigan and the Senator from Nebraska. Their position is
that there should be such a reform in the administration of
the affairs of the department that rules and regulations will
be formulated and published so that any citizen, without the
intervention of a high-priced lawyer, may know that he can
go to the department and have exactly the same fair and
square treatment that every other citlzen gets. If I under-
stand the Senator from Nebraska and the Senator from Michi-
gan, the situation is such that men are not treated equally in
the department.

Mr. NORRIS. That being true, some men would say, “ That
is fraudulent; that is corrupt,” and some men would say, “ Oh,
no; that is only a mistake.” Have it as you please, call it by
any name, the facts, as far as thls committee have developed
them—and they admit they have not gone to the end—are per-
feetly plain, T think.

Since we have been talking about this matter I notice that
the junior Senator from Utah [Mr. Kixa] has come into the
Chamber. He is a member of this committee, I will say to
the Senator that there has been a dispute going on here as
to whether this committee found any evidences of fraud, or
whether they found everything beautiful, or whether they
found things crooked, and if so how bad, and how far they
went into that, and what was their conclusion? I should like
to ask the Senator from Utah if he has any impression from
their investigation as to whether there is anything wrong down
here in this secret bureaun?

Mr. KING. Mr. President, I have not heard the discussion
which has taken place this morning; but, answering cate-
gorically the question just submitted by the Senator, I have
no hesitancy whatever in stating that the bureau had a num-
ber of employees who were corrupt, some of whom have been dis-
charged, some of whom have been arrested, and a few of whom,
as I understand, have been sent to the penitentiary. It had a
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large number of employees who obtained information in regard
to assessments, someé of which were improper—not through any
fraudulent purpose upon the part of anybody—and which, as
soon as auditation occurred, would have been disecovered and
a refund or an abatement would have been made. They
promptly resigned, or in a few instances communicated their
discoveries to some confederates upon the outside, and they
gought the taxpayer against whom the assessment was levied
which was not legal or not proper and got from him a con-
tract for a large percentage of the tax in the event of their
being .able to secure an abatement. They did not really do
anything, because, as I said, as soon as the error was discov-
ered by the responsible officials of the department the abate-
ment was made,

There has been a good deal of looseness. There have been
many irregularities, 1 think that in the mineral division
there was gross carelessness. I think that the conduct of many
who were connected with assessments was of such a character
as to justify the charge that they were guilty of a failure to
discharge their duty, and, while I shall not say that they
accepted money, their conduct was such as to relieve the
taxpayers of the payment of taxes which they justly should
have paid to the Government of the United States.

Mr. NORRIS. Does the Senator think those instances in
the aggregate amount to a great deal of money?

Mr. KING. Undoubtedly.

Mr. NORRIS. How much?

Mr. KING. Take the matter of amortization: In my opinion
the illegal amortization allowances will aggregate more than
$100,000,000. I have not any doubt in the world that allow-
ances have been made with respect to oil depletion and dis-
covery depletion in the copper mines amounting to several
hundred million dollars.

Mr. NORRIS. Have there been any irregularities in the
handling of individual income-tax returns? Did the Senator
go into that?

Mr. KING. Only to a limited degree. I was not at all
gatisfied with the returns of several publishing corporations.
1 shall not mention their names, I was not satisfied with some
of the returns which were made by individuals as stockholders
of corporations; and I think a careful examination of the
records of the Internal Revenue Bureau will convince anybody
that there have been misdeeds, irregularities, great careless-
ness, great looseness upon the part of officials, which have
resulted in losses to the Government. I want to say, too, that
the methods employed have resulted in improper levies upon
taxpayers, and some taxpayers have been called upon to pay
more than they should have paid. I do not say that there was
any frandulent purpose there; but my criticism is of the
method which was employed, the failure to adopt a uniform
policy, the failure to understand the rules and regulations,
the failure to have proper supervision.

What is needed in the department more than anything else
is supervision, If they will discharge about one-third of the
employees and then get competent supervisors, many of the
evils to which reference has been made and which were un-
covered in the report will be obviated.

May I say to the Senator that the committee of which the
Senator from Michigan [Mr. Covzens] was the chairman has
only touched the surface. I do not mean that any inferences
adverse to anybody shall be drawn from that statement. I
merely state that the matters to which we directed attention
were only a fraetion of the matters which, in my opinion,
ghounld receive the attention of some commission appointed by
the Government.

Mr. McKELLAR, Mr, SIMMONS, Mr. REED of Pennsyl-
vania, and Mr. McLEAN addressed the Chair.

The PRESIDING OFFICER. Does the Senator from Ne-
braska yield; and if so, to whom?

Mr. NORRIS. 1 yield to the Senator from Pennsylvania,
although several other Senators addressed the Chair first.

Mr. REED of Pennsylvania. Mr, President, I am fully ap-
preciative of this unusual generosity on the part of the Senator
from Nebraska. I am almost but not gquite overcome.

Mr. NORRIS. I hope the Senator gets through it alive.

Mr. REED of Pennsylvania. Yes; I think I can last for
two minutes if the Senator has lasted three hours and three-
quarters.

I desire to ask the Senator from Utah, who has given us
facts as a change from philosophy, whether he thinks the con-
ditions of which he speaks would be remedied by making all
income-tax returns public?

Mr. KING. Mr. President, I confess that I dislike to argue
that question now; and yet I will say this, because my friend
is always so frank and my relations with him are so cordial,
and I esteem his judgment so highly:
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I am in favor of publicity. T believe that publicity ig cal-
culated to produce upon the part of officials greater care and
greater scrutiny. I believe that it will relieve the taxpayer,
if I may use that expression, of suspicion, and will satisfy
the public, even though they never should go there to examine
the returns, that things are going along in a proper way. As
the Senator knows, the psychologoy of publicity has a whole-
some effect, and much of our conduct in life as private indi-
viduals and as officials is the result of psychology. We act
from psychological reasons oftentimes rather than from ra-
tional and purely intellectual reasons,

Mr. REED of Pennsylvania. Mr. President, it would inter-
fere with efficiency, would it not, to throw all these returns
open to the public and have them handled and being eon-
stantly withdrawn by examiners from the publie, just when
the examiners of the bureau wanted to work on them?

Mr. KING. Yes.

Mr. NORRIS. I still yield to the Senator from Pennsyl-
vania.

Mr. REED of Pennsylvania.
Senator’s courtesy.

Mr. NORRIS, The Senator can not overdo if.

Mr., KING. Will the Senator from Nebraska yield so that I
may make answer in addition to merely gaying “ yes ™ ¥

Mr. NORRIS. Yes; I yield.

Mr. KING. I have no doubt that if the public to any great
extent should avail themselves of the opportunity, if we shounld
pass a law of that character, to visit the tax unit and ask for
the returns of A and B and O and search the records, that it
would interfere to a considerable degree with the activities
of the department, with their efficiency. If publicity is per-
mitted—and I shall vote for it—it should be only under
reasonable rules and regulations, and at such times and under
such circumstances as would reduce to the minimum any
interference with the activities of the department. I think
that could be accomplished. I shall not, of course, trespass
upon my friend from Nebraska to outline how that might be
done.

Mr, SIMMONS. Mr, President, will the Senator from Ne-
braska yield to me to ask the Senator from Utah a guestion?

Mr. NORRIS. 1 yleld to the Senator from North Carolina.

Mr. SIMMONS, The Senator from Utah is a member of the
so-called Couzens committee, He is also & minority member
of the Finance Committee.

Mr. KING. Under the leadership of my friend from North
Carolina.

Mr. SIMMONS. The Senate has had under discussion this
morning for the past two hours, I should say, the disclosures
of the Couzens committee’s investigation. I wanted to ask the
Senator if it was not true that the minority members of the
Finance Committee, in the discussion of their attitude toward
this bill, did recognize that the situation ereated by the report
of the Couzens committee, as to its investigations, required
some notice in this bill, and if it is not true that we did discuss
the question of how we could reach the evils that we wish to
remedy in this respect; and if, as the result of that discus-
gion, in large part, we did not adopt section 1203, creating a
commission ; and if that section was not drawn chiefly by the
Senator from Utah, the Senator from New Mexico [Mr. JoxNEs],
who was also a member of the Couzens committee and of the
Finance Committee, and Mr. Couzens himself, with a view, as
we understood, and as I think they understood, that it
was the desire of the committee that such section should be
made as comprehensive and as complete as possible to effect
the result which the committee had in mind. I ask the Senator
if in these questions 1 have not correctly stated what took
place?

Mr. KING. Mr. President, may I have time briefly to reply?

Mr. NORRIS. The question, of course, is a very short one,
and I suppose the Senator will not take much time to answer
it. I yield to the Senator.

Mr. KING. Mr. President, I do not like to attribute motives
to any person. I think—and I believe this is a proper inter-
pretation of the conduct of the majority, and I would not do
them an injustice for the world—the majority believed that the
situation in the department was such, in view of the report and
in view of the facts of which they were cognizant, that it
would be for the best interests of the public service to create
a commission, representing the legislative branch of the Gov-
ernment, anthorized to go into the tax division, and to be there
constantly if the Finance Committee and the Ways and Means
Committee desired that it should be, for the purpose of ascer-
taining just the modus operandi, just what was being done,
how the law was being administered, whether favoritism ex-
isted, whether there was any discrimination, and to make recom-

I'am afrald of overdoing the
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mendations for remedial legislation to correct any abuses and
any wrongs which were found there.

Mr. SIMMONS. And to investigate any cases.

Mr. KING. And to investigate any cases. I am sure the
majority feel that that course was right; and I want to say
if I may have just one minute more, that in making the state-
ments which I have made criticizing the department I have
acted wholly impartially. Democrats have been as much at
fault as Republicans, and some of the officials there whom I
have criticized are Democrats. It is not a party matter. 'It
is a condition largely superinduced by reason of the war, sup-
plemented by reason of the vast accumulation of returns and
the chaos which followed the failure to haye a proper organi-
gation, and the drifting into the service of many men of a low
moral character.

Mr. NORRIS. Mr. President, I ask the Senator if he counld
not add to that that in addition the evil is superinduced by the
secret handling of the work?

Mr. KING. I am in favor of a law that will give publicity
in a proper way, and under proper restrictions and regulations,
of the returns and the activities of the depariment,

Mr. SIMMONS. Mr. President, the amendment referred to
provides that the commission shall report the results of their
investigations and thelr findings to the commitfees of the
two Houses and to the two Houses themselves.

Mr. KING. If I have trespassed too much on the time of
the Senator from Nebraska, he must be to blame, because he
asked me to answer the question,

Mr. BORAH. Mr. President, I want to ask one question of
the Senator from Utah.

The PRESIDING OFFICER. Does the Senator from Ne-
braska yield to the Senator from Idaho?

Mr. NORRIS. I yield to the Senator.

Mr. BORAH. Does the Senator think that the provision
which was adopted, to which the Senator from North Carolina
has referred, is sufficient to bring about publicity?

Mr. KING. No.

Mr. SIMMONS. Mr. President ; <

The PRESIDING OFFICER. Does the Senator from Ne-
braska further yield to the Senator from North Carelina?

Mr. NORRIS. Yes; I yleld to the Senator.

Mr. SIMMONS. I was speaking with reference particularly
to the cases the Senator has been discussing, disclosed by
the Couzens committee.

My, NORRIS. Now, I yield to the Senator from Michigan,

Mr. COUZENS. Mr. President, I want to say, in addition
to what the Senator from North Carolina has said about
the Couzens committee, and as to section 1203, which is the
section creating a commission made up jointly from the
Ways and Means Commiitee of the House and the Finance
Committee of the Senate for the purpose of studying these
individual returns and complaints, and for the purpose of
checking up on the administration, I think section 1203 goes
a long way toward reaching the trouble.

Mr., SIMMONS. That is the only phase to which I referred.

Mr. COUZENS. I think that goes a long way; but in my
remarks Friday I particularly pointed out that I did not be-
lieve that even the adoption of the amendment proposed by
the Senator from Nebraska would be an all cure for the
trouble. I believe that the adoption of the amendment pro-
posed by the Senator from Nebraska, plus the commission
provided in section 1203 of the pending bill, ought to bring
about an ideal condition, or a condition as nearly ideal as
could be brought about by the minds of men.

I want to go back for just a moment to what I consider
the results of this secrecy provision. No one knows better than
the committee which went all through these cases about the
results of these secret conferences. The junior Senator from
Utah a while ago referred to some publishing companies, and
I think it is apropos to draw the Senate's attention to a par-
ticular case, referred to on page 206 of the committee’'s partial
report flled on January 12, 1926. This is one of a group of
affiliated corporations controlled by Mr, W. R. Hearst:

On December 31, 1903, the Btar Co., of New York, was indebted
to Mr. Hearst to the amount of $6,119,100.04, representing advances
made by the latter. A journal entry was made on December 31,
1903, on the books of the Star Co. closing this account payable into
surplus. In 1917, after a lapse of 14 years, this entry was brought to
the attention of Mr. Hearst by an accountant who investigated the
books. On Noyember 30, 1917, Mr. Hearst addressed a letter to the
Star Co. calling its attention to the fact that such entry was unauthor-
ized and requesting that the entry be reversed to show the facts.

In other words, it was first transferred from a loan to capital
surplus and then taken out of capital surplus and transferred
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to a loan, so that in case of difficulty the liability of the Star
Co. to Mr. Hearst would be on a par with the Hability the
company had to other creditors.

Mr, Hearst in this letter states:

" Not only have I never authorized any such entries, but 8o far as I
have been able to ascertain no such authorization was given by the
board of directors of these companies. Nor was there any authoriza-
tion of any entries which would in any way affect the credits which,
prior to the making of the entrles referred to, stood upon the books
tn my favor and which represented moneys advanced by me to those
corporations.”

In 1918 the taxpayer took up the matter of including this indebted-
ness in invested capital with Doctor Adams, chalrman of the advisory
tax board and on March 9, 1018, the latter sent the taxpayer a tele-
gram, as follows:

* Noninterest-bearing permanent indebtedness of a corporation repre-
eented by loan from sole stockholder without fixed time of maturity
and not evidenced by written obligation may be treated in the return as
invested capltal as per letter of this date.”

I submit it was against the law aund agalnst the statute to
allow any such action. It was not permissible to put borrowed
money into eapital account.

On March 13, 1918, Doctor Adams wrote the taxpayer as
follows:

What I meant to convey by the above telegram is that while T have
very little doubt about the status of such indebtedness and am willing
to have the return of the company concerned made up on the assump-
tion that such indebtedness ls part of the capital, the question is
nevertheless one which requires careful legal examination, and we
must reserve the right to treat this item as a liabllity rather than in-

-| vested capital if subsequent examination of legal precedents proves

this to be necessary, You will be advised, of course, before any change
of this kind is made.

Attention should be called to this item In the return of the corpora-
tion, and you may state that I have informally authorized its inclu-
glon tentatively in invested capital.

These were all in secret records of the burean.

Mr, REED of Pennsylvania. Mr, President, will the Sena-
tor yield for a parliamentary inquiry?

The PRESIDING OFFICER. The Senator will state his in-
quiry.

Mr. REED of Pennsylvania. Who has the floor?

The PRESIDING OFFICER. The Chair will state—

Mr. NORRIS. Mr. President, I did not suppose there was
any dispute about it. I think I have the floor, although if
somehody objects to my yielding, as I did, to the Senator
from Pennsylvania and others to make speeches, I presume that
technically I lose the floor,

The PRESBIDING OFFICER. The Senator from Michigan
has not the floor in his own right, but having been yielded
to by the Senator from Nebraska, the Chair will rule that the
Senator from Nebraska has the floor.

Mr. COUZENS. 1 proceed with the reading:

On the ahove autherity the taxpayer included the Hearst personal
acconnt in its invested capital in submitting its returns for the years
1918 and 1919. 1In the audit the item was disallowed as invested
capital by the Income Tax Unlt. The taxpayer protested to the dis-
allowance in a brief dated November 12, 1921, As a result of this
protest a conference was held on November 18, 1921, at which the
question was discussed, but the record does not indicate that a declsion
was reached.

I want to point out at that point that the taxpayer protested,
in spite of the fact that he himself had required that the item
be taken out of eapital and put into a liability.

As the result of this protest a conference—

One of the secref conferences—

was held on November 18, 1921, at which the guestion was discussed,
but the record does not indicate that a decision was reached.

The next A-2 letter, dated August 11, 1922, to the taxpayer allowed
this item of borrowed money as invested capital, referring to the above-
mentioned conference as authority therefor. There is no other evidence
in the record to show the authority on which this ltem was allowed as
invested capital.

Not to take up the time of the Senator from Nebraska, I
want to point out that these negotfiations created a saving to
the taxpayer of $1,787,000 just because of the reversal of the
ruling in private conference and without the law.

Mr. NORRIS. Mr. President, I appreciate the parliamentary
inquiry that was made by the Senator from Pennsylvania [Mr,
Reep] as to whether I had the floor. I would concede as a
parliamentary proposition that I have lost the floor a great
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many times this aftermoon if strict parliamentary law were
enforced. I lost it several times through my courtesy to the
Senator from Pennsylvania himself, so I was a little bit sur-
prised that he was trying to get a parllamentary inquiry
addressed to the Chair that might have the effect of taking me
off the floor when I yielded to somebody else. We have been
very lax. I am willing that the law should be enforced tech-
nically to the limit any time the Senator wants fo do it. I
only want it to apply to everybody alike; that is all.

I am going to take up now some statements contained in an
affidavit made by Mr. Hickey, a former employee of the Gov-
ernment, to whom reference has been made several times during
the debate.

The Senator from Michigan gives him a very good recom-
mendation as far as he knows. He has been in the employ of
the Government for a good while. He has made an affidavit
and sworn to it In which I think technically he has violated
the law, perhaps, In disclosing some of the secrets of this
great secret tribunal by giving information to Members of
Congress. As I said a while ago, there are many of those who
refuse to give information because of that law, who refuse to
give information because they are afraid that if they do they
will lose their positions. So when we start in to find out
something abont this great secret tribunal, with endless billions
of the people’s money involved, we are confronted with the fact
that the doors are closed even against Congress, the lawmaking
body of the country, and we are denied even the information
that would be necessary to legislate eficiently for the manage-
ment of that great tribunal.

Mr. Hickey has made & very interesting affidayit. I realize
in reading from it that it is an ex parte proceeding. I realize
very fully that he has not been placed on the witness stand
and cross-examined, which every man who has had anything
to do with the investigation of fraud, or, in fact, any investi-
gation, civil or criminal, recognizes is a very important thing.
I realize that when affidavits of this kind are made charging
irregularities against officials of the Government, perhaps a
full investigation, even without saying that the person who
makes the afidavit is intentionally dishonest, might disclose
that there was nothing wrong. I concede all that.

But, Mr. President, as long as we have a great portion of our
Government dealing with the financial tax-paying ability of
all our citizens, conducting the business of that great bureau in
secrecy, surrounded by the mysteries that always surround
secret operations of such magnitude, there s no way that I
know of to ever break down the great wall of secrecy that
stands in front of us whenever we try to do anything except
to use the best evidence we can get.

1 have tried to have personal conversations with some of
those people. I have tried to meet some of the men who were
in the bureau and who are now out of it engaged in business
in this ecity, one man in particular, whose name would be
familiar to every Member of this body and whose disclosures
given confidentially were conclusions, it is true, but conciu-
siong he had reached from his work in the burean that would
condemn it more severely than any condemnation that has
taken place,

PBut he did not want his name used and did not want what
he said used, becaunse it would seriously interfere with the
business in which he is now engaged in this city. I have had
other people in the burean tell me that the amendment ought
to prevail ; that they hoped it wonld prevail; and that if it did
not, another amendment should be offered—which, as a matter
of fact, was prepared by employees of the bureau and given
to me, and which I am going to offer if the pending amendment
fails—swhich gives to every employee In the bureau the right
to make disclosures to Members of Congress and not to be
criminally liable 1f they do so.

That is the dilemma in which we find ourselves. That is
what some of us, it seems to me, are trying to perpetuate, and
every year that we perpetuate if we make it worse.

Every government operated anywhere in the eivilized world
on a basis of secrecy in its public business grows worse and
worse and worse every year. There is only one end, and we
are headed for it if we conduct the business of our Government
through secret tribunals. There is no more reason, as I said
a while ago, why the Bureau of Internal Revenue, that deals
with dollars and cents, should be secret than the Census Bureau,
which goes ont and Inguires into my social habits and your
social habits, your parentage, your children, and your wives’
people. They get publicity when the morality of the citizen is
involved, but when the dollar is involved it is too powerful
and the line is drawn. We can get publicity about folks, and
bave all we want, regardless of the disgrace or inconvenience
it may cause them, but when $38,000,000,000 of money con-
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tributed by the tolling mass of the country is involved we must
have secrecy, because it might offend somebody to have some-
bedy else find out just what was in his tax return.

It would be interesting if I read the affidavit of Mr. Hickey
in full, but I am not going to take the time of the Senate to
do it. I have picked out extracts from it, somewhat at random,
which I am going to read. However, before I do it I want to
read one more extract from the Couzens committee report on
secrecy. I do not know whether the Senator from Michigan
[Mr! Couzexs] read it the other day or not, but I want to quote
the judgment of the majority of the Couzens committee. Some
one has sald this wonld not cure every evil, and I admit it. I
know that. I know that things will go wrong here and go
wrong there whether we have publicity or whether we have
secrecy. I know that publicity will not make it unnecessary
to have any more prisons or anything of that kind. I realize
that. It is not a cure-all by any means. No one has claimed
that. But that it will go far toward curing the deficlency, that
it will increase the revennes of the Government many hundreds
of millions of dollars, I do not believe any student of the sub-
ject can doubt for a moment. Here is what the committee said
in a general way about publleity, on page 8:

The unsatisfactory’ conditions developed by this investigation are the
inevitable result of the delegation of almost unlimited discretion to be
gecretly exercised.

Nobody can dispute that. Nobody can think that over and
look over the evidence and deny it.

1t is helieved that but few of the unsound settlements to which atten-
tion has been called would have been made if it were not for the bellef
that they never would become public.

I do not see how anybody can dispute that. None of the
instances that I have given this afternoon, in my judgment
not a single one of them, would ever have oceurred had it not
been that those who were responsible for them believed that
the facts would never see the light of day. The committee,
which has not yet seratched the surface, should go on instead
of stopping when it begins to look as though there was collu-
sion between a man inside and a man outside. Instead of
steering away from it, they should follow it out and see
whether there is any connection between these men in the
bureau giving away the funds of the Government to private
corporations and men in the outside corporations.

It seems the only way to run down these fraudulent in-
stances. There is no question about it that every member
of the committee who starfed in on the work knows there are
plenty of leads that would lead to the penitentiary if they
were followed out—at least that is the indication as far as
they have gome. If it turns out they are all Sunday-scheol
people, all good, all pure, I would be satisfled and wounld be
glad of it. Perhaps then they would have a more diffienlt
matter to explain some of the things they have done than
though they admitted they were not good.

With that statement of the committee, that judgment of the
committee, after they had spent a year or two in investigating
the matter without charging anybody with fraud, as they say,
yet all these things have developed that are wrong. The
committee say that probably none of them, at least not many
of them, would have occurred if it had not been that the
men who were guilty of them believed they would never see
the light of day. I do not see how we can longer close the
doors and windows of this great institution and thus enable
it to dodge publicity and the sunlight of publiciiy that will
drive ont the germs that only grow in dark places. Publicity
will kill and sunlight will burn to death the germs of corrup-
tion and collusion that always grow in secret recesses where
there are billions of dollars involved, as there are here,

It wounld be interesting if I had the time to read the
full affidavit of Hickey, written with a great deal of pains, I
think, and which shows upon its face that the man who wrote
it possesses, I believe, exceptional ability.

I am going to read first from section 7. I want to read a
statement in regard fo fthe consolidated division becaunse not
only in what I shall say, but if Senators will read the balance
of the affidavit and also the Couzens committee report, they
will find that that was a very important division and appar-
ently in many instances, at least where it was desired to get
something through, they always first maneuvered to get it
before that division.

Mr. Hickey said:

However, as we shall see later, the consolidated division handled the
cases which were to be fixed cases, which should have gone to corpo-
ration or personel or natural-resource division. I shall pow show
by cases how the machine worked.
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He has glven an explanation of a good many things prior to
this statement:

I shall now saow by cases how the machine works, its purpose, and
the results obtained. I shall also show the members of the machine
or those members within my knowledge, and how the machine was
developed by promotion and otherwise, and the operations of the ma-
chine. = T shall demenstrate there was not the slightest justification
in the law or procedure for the actions taken and of which 1 complain,

Then he proceeds to give some of the cases. He says, on
page 8:

The affiliations section hud been functioning about five months or
more, and I bad been promoted to the position of reviewer and con-
feree when the case of Roessler & Hasslacher Chemieal Co., New York
City, was handed to me by H. L, Hobinson, my chief, He directed me
to study the case closely and to let him know my opinlon on the
question of affiliations, telling me that the case was a * special.” This
may bhave been in February or March, 1922,

Upon examining the record of this case, I found that under the
bureaun's original ruling of June 8, 1920, two corporations had been
denied the right to join In consclidated returns filed by the company
mentioned, which I shall hereafter refer to as “R. & H.” I found
further that I. M. Meeckins, general counsel for the Alien Property
Custodian, was urging that all of the companies involyed be ruled to
be affilinted and therefore entitled to join in the consolidated returns.
Meeking had written a letter, or memorandum, to Commissioner Blair,
requesting that the question be taken away from the Income Tax Unit
entirely and decided elsewhere. I was at a loss to understand Meekins'
interest in the case, in view of his position with the Government, and
concluded that be had his own ends to serve in the matter. This made
me suspicious of the case at the very outset.

Now what has he said thus far? Here Is a case where the
commissioner gets a letter from an attorney, I. M. Meekins.
Who was I. M. Meekins? He was in the employ of the Gov-
ernment at that time, He was attorney for the Alien Property
Custodian, and while drawing a salary from the Government
as such attorney was acting as attorney for a private party
before the Income Tax Division in order to get a return of
money. That may not mean anything; that may not be out
of place in the minds of some people, and I may be entirely
wrong when I condemn that kind of a practice. 1 may be entirely
in error when 1 say that is wrong, and I may be entirely in error
when 1 say that were it not for secrecy it would not oceur;
that a man while acting as attorney for one governmental de-
partment would be defending a private corporation having an
interest against the Government before another department of
the Government. Senators may square that if they want to,
but that would not happen if public business were conducted in
the open light of day. I will read on. There i3 more about
this case. This man Hickey under oath says:

1 studied the faects In the case and the arguments for afiliation
advanced by the representatives of “R. & H.” in a very elaborate and
exhaustive brief, and after three or four days wrote an opinion fully
covering all points raised l.lj‘ the taxpayer and reaffirming the original
nonafiiliated ruling of June 3, 1920,

Now, remember before he got the case it had been ruled that
they could not affiliate. He locked it up as a lawyer and
upheld that opinion, and likewise said that they could not
affiliate. Now, listen to what happened:

I submitted my opinion to Mr. H. L. Robinson, my chief, telling him
of my conclusions and remarking that the case was not even * close,”
as the minority Interests were so very large. He said: "I know it}
you are right; but we are going to have to give it to them,” smiling at
me in what I took to be a =ignificant manner, This confirmed my sus-
picions, which had been aroused by the I. M. Meeking communication
referred to.

As shown by the record, Robinson sent this case to L. E. Rusch, then
asglstant chief of the consolidated returns subdivision, calling Rusch's
attention to my * dissenting opinion "—

In fact, it was not a dissenting opinion. He puts the words
“ dissenting opinior” in quotation marks. He simply approved
in his opinion what had been decided before it was given to
him—

and requesting Rusch to instruct him on the way the case was to be
ruled.

While it is to be noted that Rusch gave no written instruction, so
far as the record shows, an auditor named J. B. Krop ruled all of the
corporations affilinted, regardless of the facts in the case and the
established interpretation of the controlling statutes, writing the tax-
payer under date of April 8, 1922, to that effect and also advising
that the original—and unlawful-—ruling of June 3, 1820, was revoked.
When this improper ruling eame through to my desk in regular rou-
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tine for review, I recalled what my chief had told me and felt that
protest upon my part would be futile, as I was comparatively a new
man in the subdivision. I therefore made sure that my “ dissenting "
opinion was still among the papers in the case to protect myself, and
signed the work record and the ruling forms as reviewer. (In Exhibit

E, p. 35635, * hearings,” the commissioner ordered * special considera-
tion "—

The words “special consideration™ are in quotations—
to Meekins.)

At that time the rule of the afiiliatlons section was to require 95
per cent ownership or control of stock by the ssme parties and in
substantially the same percentages, except whera there were strong
reasons for slight relaxation, the principal one of such reasons heing
unity of action and frequent intercompany business relutions with
only small minority stockholdings and those In the hands of minor
employees. In the “R, & H.” case the mlnorities totaled over 40 per
cent in one of the companles improperly admitted to the consolida-
tion, and nearly 50 per cent in the other company so admitted. No
amount of intercompany transactions, regardles: of the character
thereof, could possibly overcome the obstacle to afiiliation constituted
by the large minorities; and besides, Germans and British, who had
been at war with each other, were the holders of these minority in-
terests. The years covered by this ruling were 1917, 1918, and 1019,

This case impressed me as a definite and direct fraud wopon the
Government. It set a very bad precedent and wes heard of outside
of the unit, as well as discussed therein. On several subsequent
occasions, L. . Rnsch, assistant chlef of the subdivision, volunteered
the comment that the ruling was wrong, thus confirming my conviction
that the authority for it had originated higher up than he. It now
appears that the Government was, in fact, defranded out of $671,-
400,18, from testimony in the hearings before the Select Committes
on Iavestigation of the Internal Revenue Bureau. (See bottom of
p. 3521 of the published * hearings.”)

In this connection reference is made to a news story—

Mr. Hickey says frankly that he is giving a quotation from
a newspaper appearing about this time—

In this connection reference is ‘made to a news story appearing on
the front page of the Washington Herald, issued November 10, 1925,
under the caption, * United States questions Meekins's §40,000 fee.”

Remember who Meekins was. Meekins was attorney for the
Alien Property Custodian, drawing a salary from the Govern-
ment and appearing against the Government in this tax case
in behalf of this chemical company.

This article, after discussing cases of alien insurance companies in
which Meekins received fees, although an official of the Government,
takes up the Roessler & Hasslacher Chemical Co. case and recites that,
doe to Meekins's activities therein, In conjunction with Treasury De-
partment officials, taxes of the companies permitted to consolidate their
income and profits tax returns were cut §700,000.

The newspaper article goes on to state: -

“ Attorneys for the companies offered to split the $100,000 fee re-
ceived for this work with Judge Meekins, allowing him one-third, or
$33,333.

“ Meekins states that he felt that sum too high, but that he did
receive $20,000."

Incidentally, Mr., Meekins is now a Federal judge in North
Carolina.

Mr. President, of course we have nothing but the affidavit
of Mr. Hickey and nothing but the newspaper report. He does
not pretend to say that that is true, but he tells us where we
can find out the facts; he gives us the dates of the newspaper
article and the name of the newspaper, so that we can look it
up, if we want to, where this statement is made that DMr.
Meekins got a fee of $20,000. I presume if he got that fee of
$20,000 while in the employ of the Government there was some
statute of the United States that he violated and that that
newspaper is subject to legal action if that newspaper account
is not true. It is disclosed, however, that in this secret tribu-
nal a man drawing a salary from one bureau was acting as
attorney for private parties against the Government in another
burean. Do Senators suppose that would go on very long if we
had publicity? Do they suppose if there was no opportunity to
keep such practices secret that that would continue?

Continuing with the Roessler & Hasslacher case, Mr. Hickey
says on page 12 of his affidavit:

Returning now to the Roessler & Hasslacher Chemical Co. case: In
October, 1923, this case came up for a ruling on affiliations for the
years 1920 and 1921, James K. Polk, jr., ruled that the two com-
panies with the large minority interests heretofore mentioned were not
affiliated for these years, He also reopened the case for the years
1917, 1918, and 1919 because of the manifestly illegal ruling previously




made on those years, and reinstated the original legal ruling that
thege companies were not aflillated. Polk wrote a letter notifying the
taxpayer of his action.

5 After the taxpayer reccived this letter from Polk, his section chief,
Mr. F. R. Leary, and Polk were summoned to the office of Depnty Com-
missioner Bright. This conference was also attended by Mr. Evereft
Partridge, an agent of the special intelligence unit of the Treasury
Department, and Lawrence A. Baker, of Baker & Baker, atforneys for
the taxpayer.

Mr, Partridge was introduced to Mr. Baker by Mr, Bright as “ the
aunditor on the case.” After being questioned by Bright, Mr, Polk was
excused from the conference, the others, however, remaining. Bright
bad told Mr. Polk that as a matter of poliey he should not have re-
opened the case for the years 1017, 1918, and 1919, and that it would
have to stay closed for those years, When Mr. Leary returned to his
sectlon from this conference he told Mr. Polk that Mr. Bright bad
ordered that this case be held In abeyance as to the years 1020 and
1921, pending instroctions from Bright.

The law provided for affiliation, as heretofore stated, only where the
parent company owned or controlled substantially all of the stock of
the subgidiaries, or where substantially all of the stock of the com-
panies under consideration was owned or controlled by the same in-
terests.

The decisions of the authorities of the burean had been to this
effect; and if cases were ruled otherwise, they were contrary to the
authorities. * * *

On or about January 15, 1924, we affillators recelved notice that a
Solicitor's Opinion No. 154 had been written and that this opinion
reversed the Interpretation of the word ‘ control™ in the statutes
governing affillations, and that thenceforth a “ more liberal construc-
tion of the statute was to be followed.” Instead of the proper inter-
pretation, * legal control,” so-called " moral " or * actual” control, was
thereafter to be recognized.

On January 16, 1924, I wrote Commissloner Blair, protesting that
this opinion “ was contrary to law and was further evidence of the
corruption which I allege then existed in the umnit” 1 demanded its
recall.

On January 19, 1924, all the unit auditors working on affiliations
were summoned to the office of L. T. Lohmann, head of * Consolidated."
Lohmann officially informed us of the issuance of Sollcitor's Opinion
154 and said that thenceforth we were to operate under it, Mr. Polk
immediately asked him whether we were “to throw out the statute
and regulations and use Solicitor's Opinion 154 alone, or whether we
were to try to Interpret the statute and regulations in the light of
Solicitor'’s Opinion 154" Mr. Lohmann hesitated for a moment, and
then said he would look that guestion up and let ns know,

In reply to my inguiry Mr. Lohmann stated that he and Mr. Bright
had been instrumental in securing the issuance of the opinion under
discussion. I asked him when it would become effective. He replied
that if no protests were made within 10 days it would then be pub-
lished and become the rule. I told him that I intended to protest it.
He demanded tp know If 1 dared protest en opinion signed by the
gollcitor and commissioner. I told him that In fact I had already
protested it. Lohmann pounded his desk and said:

“ Do you mean to tell me you have gone over my head?"

“ YWhy, certalnly,” I replied; “ you're one of the men whose motives
I question in this matter. I claim this thing is not on the level.”

Bearcely anything more was said, and the meeting adjourned
almost immediately. In leaving Lohmann's office, It was discovered
that a stenographer had been placed just outside the door in a posi-
tion to take down what had been said.

A day or so after the issunance of Sollcitor's Opinion 154, Deputy
Commissioner Bright ealled Mr. Leary, chief of section A, on the
telephone and told him to allow affiliation to all companies associated
in the Roessler & Hasslacher case, for the years 1920 and 1921,

It was evident that Mr. Bright was keeping In close touch with
this particular case,

Mr. Polk advised Mr. Leary that a conference regarding the years
1920 and 1921 had been set for February 1, and he suggested that
action In the question of affiliations be deferred until this conference
was held. Mr, Leary thereupon secured Mr. Bright's consent to this
delay, At the conference, Mr, F. A. Linzel, ranking conferee, ruled one
of the contested subsidiaries affiliated and the other one not afiiliated.
Mr. Polk, junior conferee, dissented, claiming no distinction counld be
made between these companies.

On February 9, 1924, Nelson T. Hartson, Sollcitor of Internal Rev-
enue, personally stated to me that * it was absurd” to allow affilia-
tion to elther of the two contested companies in this case in any year
in view of the facts.

Later, after a hearing on Solicitor's Opinion 154, and an order from
the commissloner rescinding and suppressing that opinion, Mr. Linzel's
rullng was revoked and the two contested corporations were ruled
“not affilinted " for the years 1920 and 1921. The {illegal ruling for
the years 1917, 1918, and 1919, however, was permitted to stand, by
Bright's orders, costing the Government $671,409.13 by fraud.
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Mr. President, it may be sald that everything that Mr.,
Hickey has said there is untrue. I do not know anything
about it except his afidavit. I have met the man. I have
heard the commendatory things said about him by the chair-
man of the committee, He was in the employ of the Govern-
ment for a good many years. He resigned, and is engaged in
the practice of law in this city now., He could be summoned
at any time before any committee of the Senate: but what
he said, as far as I know, has not been disputed. In connee-
tion with these faects that he has alleged he has given dates,
he has copied memoranda, he has quoted newspaper articles,
he has given the orders that were made on certain dates, and
has stated by whom the memoranda were signed. They must
all be there, in that secret chamber, unless they have been
destroyed. It can be easily found out whether he is telling
the truth about such things, or whether what he says is false.

Let me read a little more of It. Let me take up another
case,

On page 18 of this affidavit, after referring to several other
things that I have not read, Mr. Hickey says:

At the very outset, however, I wish to emphasize that H. L. Robia-
son, my chief, frankly told me that Irregularities were belng put
throngh the unit by way of his section. The following I8 what was
sald on that oceasion, in Oectober, 1923. (I had been protesting to
him against action taken in the Little Estates Corporation case and
action then being taken in the case of the American Lumber & Manu-
facturing Co.) :

“Mr. Ropixsos. The higher-ups just have to have some things done
which do not look right but which they can not explain to us, and
we subordinates should be good soldlers and follow orders.”

“Mr. Hickexr, I do not subscribe to any such doctrine, Mr, Robin-
son.”

“ Mr, RosiNsoN. Well, Dan, I am an older man than you are, and it
has been my observation that the successful men in life are those who
display a disposition to work with other men™

“AMr, Hicggy, Well, if by success you mean dirty dollars, and If
by working with other men you mean indulging in unlawful practices,
I guess you are right; but you and I will have to travel different
paths hereafter, for we divide at this point.”

Mr. Robinson was the first person to tell me about the improper
ruling for the year 1017 in the Mellon National Bank case. He said
it was “ ridlculous"” to hold that the three banks in guestion were not
in the same or a closely related business,

I mentioned that the other day, and got an Idea just exactly
contrary to what actually took place in the case itself. As he
gays, Robinson said it was ridiculous to hold that the three
banks in question were not in the same or closely related busi-
ness. I was under the impression that they had asked to be
affiliated, when, as a matter of fact, they were taxed sepa-
rately; but, as a matter of fact, they were taxed separately
and saved a whole lot of money by being thus taxed.

After I had made the statement, and the Senator from Penn-
sylvania [Mr. Reep] had likewise made a statement that
showed that he was in error as well as I was, I had a letter
from Mr. Hickey in which he put the thing right, I think. I
gend it to the desk, and in order to get the matter right in the
Recorp, I ask that the letter, except the last paragraph—I do
not care about that being read, because that is a personal mat-
ter—may be read.

The VICE PRESIDENT. In the absence of objection, the
letter will be read.

The Chief Clerk read as follows:

WASHINGTON, D. C., February I, 1926.

My Dgear Sexatom: Just to keep the record straight, I request that
you read this letter to-day in the Senate,

I noticed you read from my affidavit relative to the consolidated
return of the Mellon National Bank, the Uniom Trust Co., and the
Union Savings Bank.

Senator Reep of Pennsylvania says that this is a perfect example of
the companies which should be consolldated. Senator Reep is exactly
right. They should have been. But they were not consolidated for
the year 1917 and therein the Government was defrauded of this sum
of money, $91,472.87. Senator Rrep makes just my argument and the
argument the Treasury Department denied when the department agreed
with Mr. W. A. Seifert, attorney in this case. I am happy to have
Senator REEp on my side,

The facts are these: The consolidated return section of the law is
practically the same in 1018 that it was under the regulations of 1917.
In 1918 and subseguent years the companies filed a consolidated return.
The only difference between the 1917 rule and the 1918 rule was that
under 1917 the companies must be in * the same or a closely related
business.”

Mr, Seifert contended that these companies were not in the * same
or a closely related Lusiness.”
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Now, Senator, the solicifor held many times this law meant * the
same or a closely related line of business.”” These companies never
disputed that interpretation and nelther did any other company.

Then Mr, Seifert claimed these companies were not in a * elosely
related line of business.”

And the Treasury Department agreed with him. I am glad to bave
Senator REmp of Pennsylvania expose this also. Certainly he is right.
These companies should have been consolidated. If they had been,
they would have paid the Government $81,000 more taxes than they
did pay.

If there is any Senator who belleves or will contend for one moment
that these “ companies were not in a closely related line of business,”
I can make no further argument. Even Senator Erxst, certainly not
an opponent of the Treasury Department, tells in the Senate committee
hearings how closely related is the business of banks and trust com-
panies. Of course Senator ERNST is right.

Now that Senator REED agrees with me, and I commend him, then
1 must differ with him on another point. I was not a discharged
employee. Even though I reported about a dozen cases of fraud to
the commissioner, even though the intelligence unit agreed with my
representations, even though in several of these cases the solicitor
agreed with me, the men who perpetrated these frands were kept in
their high positions, and I was transferred to the estate-tax division.
They did try to get me out of the way, but they did not dare to fire
me, I resigned in good standing and with commendation from my
superiors. Senator REEp will be glad to know that he agrees with a
man with that kind of a record in the bureau.

But to return for a moment to the Mellon bank case,

You will note these facts: Mr, W, A. Seifert handled this case for
the companies. The companies had themselves filed a consolidated
return for the year 1917. The burean had agreed with this. The com-
pany, or, rather, Mr. Seifert, came in later and insisted that the com-
pany should not be compelled to do that which it had done of its own
accord and rightfully done.

You will notice that Mr. Selfert’'s communications in this case were
addressed always “Attention Mr, Rusch.” Mr, L. E. Rusch was then
the assistant chief of ** Consollidated " and was the active head of It, o
far as directing work Is concerned. It was then through Mr, Rusch,
or to Mr. Rusch, that Mr. Seifert made his clalms and got them. You
will note also this ruling was made even before Mr, Seifert filed a brief
in the case. Ilis brief was filed after the ruling.

You will note in the afidavit, then, that not so many months later
Rusch resigned, the same Rusch. He appeared 13 days later in the
George Bros. case, associated with Mr. Seifert, the same Mr. Seifert.
They were the attorneys in that case. What did they do there?
Why, they got the George Bros. case, which was in [ta rightful place,
transferred to consolidated corporation audit section on a trumped-up
claim of consolidation. The claim was quickly kicked out, and although
the rules and procedure required such cases, as I show in my affi-
davit, to be returned to their proper place, these returns were retained
in the consolidated and aundited there. In other words, Mr. Rusch gets
this case handled by his former subordinates,

And what was the ruling in this case?

The ruling was that earnings of this corporation, distributed in
gtriet accordance with stock holdings, distributed regardless of any
ghowing that any man had done more work than another, or better
work, or more important work, were distributions of salaries instead of
dividends. Again this decision was a reversal of all rules and pro-
cedure. The Government lost more than $150,000 in this case as a
result of this decision.

This was the same Mr., Rusch and the same Mr, Seifert who
worked in the Mellon bank case, although then Mr. Seifert was on the
outside and Mr. Rusch was on the inside.

1 know Senator REEDp wlill agree with me here also. Really, I am
very hopeful, now that he has agreed with me in the Mellon bank case,
that he will see that these cases are reopened, the money restored to
the Government, and the guilty particlpants In these cases shall be
punished.

You may read snysportion of this into the Recorp you desire. 1
think some of it, at least, should be read in to keep the record
straight.

L] L L4 L L * -
Yours sincerely,
DaxierL F. HicKEY,

Mr. REED of Pennsylvania. Mr. President, will the Senator
yleld for a guestion?

Mr. NORRIS. I yield for a question.

Mr. REED of Pennsylvania. I am curious to know what we
are going to do about it. The wicked theory which prevailed
in behalf of the Mellon bank, and ended in practically abstract-
ing $00,000 from the Government in a refund, is the same
theory which the Senator from Nebraska defended with his
usual eloquence on the floor of the Senate the other day. I,
who did not know anything about the case, took the view that
Mr. Hickey took, and I thought these companies were con-
golidated. But the Senator from Nebraska made such a power-
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ful argument that he overwhelmed me, and he proved that
they shounld not he. Now I understand that the proposition he
proved the other day to my discomfiture is the thing that was
guilty when Mr. Seifert proved it in the Treasury Department.
It seems to me very strange, if the Senator from Nebraska
proves their proposition, and I, who am a champion of sin,
have proved the proposition of Mr. Hickey?

Mr. NORRIS. Is the Senatfor through with his question?

Mr. REED of Pennsylvania. That is the question.

Mr. NORRIS. Mr. President, it is peculiar that the great
Senator from Pennsylvania was mistaken. It is noft peculiar
that I was. As a matter of fact, I stated at the time that if I
had an opportunity to examine the charters of those banks
1 might completely change my mind; that I had not made up
my mind ; that I might disagree with the man who I supposed
had said they were not affiliated. As a matter of fact, he had
not said that. I was mistaken when I said that. 1 did not
express any opinion as to whether they ought to be affiliated
or not. 1 simply called attention to what I believed to be the
fact—that the man making the affidavit had said that they
ought not to be affiliated, or that they ought to be affiliated;
it makes no difference whichever way it was; that it was not
necessary, for the purposes of the illustration, to either agree
or disagree; that the fact was, however, that I misstated what
he said were the facts. Hickey had said that these banks
ought to be affiliated in making their returns; that their busi-
ness was just the same. I said I could not tell whether they
were or not unless I examined their charters, The Senator
from Pennsylvania said:

This I1s on all fours, a case that illustrates the point.
to be affiliated.

Yet it seems that his law partner convinced the fellows up in
the department that they ought not to be affiliated, and, inci-
dentally, it happens that by that kind of a proof, the Mellon
interests make something over $100,000. That just happens
ineidentally.

Whether that is right or wrong, whichever way is right, is
it not just a little bit embarrassing for us, citizens of this coun-
try, that the interests of a man occupying the high position of
Secretary of the Treasury should be passed on in a secret
tribunal, before men who are in his own department, who are
gubject to his rule and his control, passing upon financial mat-
ters where he has hundreds of thousands of dollars involved?
Is not that just a little bit embarrassing? Is it not just a little
embarrassing to say that our SBecretary of the Treasury, in his
own department, is getting a refund here or being relieved
from taxation where he ought to be taxed, by these secret
proceedings? Is not that true, even though we admit that he
is holy and pure from head to foot? Is it a little embarrass-
ing that we have a law that would give the Secretary of the
Treasury the personal right to appear, or his corporation to
appear, demanding a refund of taxes, or demanding a change in
taxation, demanding that these three banking institutions
should not be affiliated, although they are owned by the same
people, and his own subordinates must pass on it? Would it
not be more honorable, and would not the people of this counfry
have more respect for our Government, if that guestion could
be passed on by the public?

Is our Secretary of the Treasury the kind of a man who
will insist that we pass a law enabling his corporation to ap-
pear before himself in secret? If his subordinate, if his office,
are to pass on his personal financial interests, let them do it in
the open sunlight.

Mr. REED of Pennsylvania. Mr. President, will the Senator
yield?

The VICE PRESIDENT. Does the Senator yield to the Sen-
ator from Pennsylvania?

Mr. NORRIS. I yield.

Mr. REED of Pennsylvania. The Senator has been patient,
but I am going to ask him to yield once more, because this is
a personal matter to me.

Mr. NORRIS. Very well.

Mr. REED of Pennsylvania.
partner presenting a tax case.

They ought

The Senator spoke of my law

Mr. NORRIS. I do not intend to cast any reflection on the
Senator.

Mr. REED of Pennsylvania. I would like to make the mat-
ter clear.

Mr. NORRIS. Very well; I will be very glad to yield to the
Senator,

Mr. REED of Pennsylvania. That is a subject which has
sometimes been mentioned. I am practicing law, in addition to
my work in the Senate, but it is not only bad taste, it is a
felony, I understand, for a Senator to practice in the depart-
ments. Consequently, when I came to the Senate in 1922 I
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gevered all connection with any practice in any Government
ease or with any practice in the departments. I do not share
in any such work. I do not even know what work is carried
on by my associates in Pittsburgh, and I would not want the
gtatement to remain unchallenged or allow the inference to be
drawn that I was so engaged. ’

Mr. NORRIS. I want to say to the Senator that I did not
want to draw any such inference and I did not cast any such
reflection. -

Mr. REED of Pennsylvania. I know the Senator wounld not.

Mr. NORRIS. And I very gladly yield to the Senator to
make the explanation.

AMr. REED of Pennsylvania. It is an embarrassment that
all of us who are lawyers have to be on our guard against.

Mr. NORRIS. I certainly did not want to cast any reflection
or make any intimation that the Senator is getting any per-
sonal gain out of anything of this kind, because he happens to
be in partnership with a man who appeared in this ease.

That is not all about Mr. Mellon. It appears that Mr, Mel-
lon had a personal claim, either for a refund or some change
in what was being done there, and let us see what happened
to that. It seems that not only were these Mellon corporations
permitted to make separate refurns when this man under oath
says under fhe law and the rulings they ought to have been
consolidated, but it appears that Mr. Mellon had a financial
interest of something over $100,000——

Mr. COUZENS. Ninety-one thousand dollars.

Mr. NORRIS. Ninety-one thousand dollars, and it does
seem queer that this action should have been taken in secret.
It seems to me that the great Secretary of the Treasury
ought to be glad to welcome full publicity of his cases that are
pending before his own ‘subordinates. Otherwise it would
necessarily lead to susplcion, however wrong it may be. But
in this case it appears that at least on the surface this action,
returning this §91,000, making a difference of $91,000 in favor
of the Mellon Union Trust Co., was illegal; it was wrong.
They held that these three banks should not be affiliated. That
relieved them of $91,000 in taxes. If that is right, it ought to
be done in public. It ought to be done openly and aboveboard,
and nobody ought to be more anxious to have it done that way
than Mr. Mellon himself. ;

It seems that Mr. Mellon had a personal income tax to pay—
of course a very large one; one of the largest in the United
States. His return was sent where it did not belong. It was
sent to this consolidated division, which I described at the very
beginning when I commenced to consider the Hickey matter.
That was the dlvision that seemed to have handled all cases,
he says, in which it seemed that there was some particular
reason that it should not go through its regular channels. Mr.
Mellon may have been assessed erroneously; he might have
been entitled to a refund or a reexamination or a reconsidera-
tion of his tax return; he may have made a mistake when he
made his return by which he overcharged himself. I concede
all that. He had the same right that anybody else ought to
have to have it rectified if he made any such mistake. But he
did not have the right to ask that when that came up it should
go through a favored course. It should have gone to the same
place where the return of the Senator from Tennessee [Mr.
McKerrar] would go if he made such an application. It
should have gone before the same tribunal that would try me
if I went there, But it did not. :

Mr. REED of Pennsylvania. Was that before or after Mr.
Mellon became Secretary of the Treasury?

Mr. NORRIS. I do not know. I do not think Mr. Hickey
states in his aflidavit whether it was before or afterwards.
But he says it did go there. It went to this consolidated unit,
which had nothing to do with personal income-tax returns. It
did not belong there. They audited it. They passed upon it.
They gave judgment on it.

Is it not just a little humiliating in our country that that
should occur ; that apparently a special favor should be granted
to the man who is the head of a department in which all these
officials are acting? But that is what Hickey under oath says
happened. I do not know. He swears to it. I donot want to be
understood as saying that Mr. Mellon should not be entitled to
the same consideration as any other person.

But if through ignorance or for any other reason when he made
out his personal tax return he made a mistake against himself
and wanted to get the money back, then there ought to be the
same procedure applied fo his application that would be ap-
plied to any other citizen's application. It seems that before
this consolidated unit there were others besides Mr. Mellon’s
personal return considered. This man says under oath that the
cases of the estate of J. W. Cannon, of Concord, N. H.; H. C.
Frick, and John C. Leslie were likewise sent wrongfully to this
subdivision. It is a little peculiar that the man J, W. Cannon
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was the father-in-law of Mr. Blair, the Commissioner of In-
ternal Revenue. It does not necessarlly follow, I concede, that
there was anything wrong anywhere; but, mind you, this was
all secret. Nothing of this was known by the public. From
the affidavit it would appear that at least a favorable con-
sideration more than goes to the ordinary person's return was
given to these individuals. That would not have happened if
we had had publicity.

Mr. McKELLAR. Mr. President, will the Senator yield?

The VICE PRESIDENT. Does the Senator from Nebraska
yield to the Senator from Tennessee?

Mr. NORRIS. T yield to the Senator from Tennessee.

Mr. McKELLAR. The Senator will recall that shortly
after Mr. Mellon took office the Gulf Refining Co., known as
one of the Mellon companies and in which he was a very
large stockholder, had a refund of $3,300,000. A day or two
ago I read of the case of the Koppers Co., which is another
Mellon company, that had had more than $2,000,000 refunded,
and a number of refunds amounting to $100,000 each, though
I think the usnal amount was about $500,000, were made to
the Aluminum Co. of America, another well-known Mellon com-
pany. I think the Senator is right that where the Secretary of
the Treasury Is thus largely financially interested in these great
corporations and refunds are made in these enormous sums—
they may not be enormous to some people, but looked at from
my finanelal standpoint they seem quite enormous—that at
least the Secretary should have demanded of the Congress
that the fullest publicity be given so that no one could doubt
for a moment the good faith in making these enormous
refunds.

Mr. REED of Pennsylvania. Mr. President, will the Sen-
ator from Tennessee, before he sits down, tell us whether it is
not trne that the Gulf Refining Co. refund was made before
Mr. Mellon was Secretary of the Treasury and when Mr,
Houston was Secretary of the Treasury?

Mr. McKELLAR. I shall be very glad to state just what
the facts were about that. The application was made prior to
the time Mr. Mellon became Secretary of the Treasury, as I
recall, In January or Febrnary, 1921, when every employee
within the Treasury Department knew that Mr. Mellon was
going to be the head of that department. Of course, I may
be mistaken about the exact dates, but the fact is pretty well
fixed in my mind that Mr. Mellon went infto the Treasury
Department on the 4th of March, 1921, and on the 30th of
April, less than two months afterwards, & check for $2,337,000
was given to the Gulf Refining Co. I do not know anything at
all about the matter except these facts, and nobody else can
find out anything about it, unless a committee of Congress
were sent down to examine some of the specific matters
involved. ’

Mr. GLASS. Mpr. President, I want to inguire if it has been
ascertained or charged that the refund was wrongfully made?

Mr. McKELLAR. No: but it is a remarkable thing.

Mr. GLASS. What difference does it make whether it was
under Secretary Houston or Secretary Mellon or any other Sec-
retary? If it was right, it was right; if it was wrong, it was

Wrong.

Mr. McKELLAR. Nobody knows. It was done in secret.
The Senator from Virginia does not know, and I do not know,
and no other Senator knows whether it was a proper refund or
not. It was done in secret. It was done by those who were
under the direction of the head of the department.

Mr. REED of Pennsylvania. Was it not approved by Mr.
Roper, the Commissioner of Internal Revenue?

Mr. McEKELLAR. I do not know whether that is true or not.

Mr. REED of Pennsylvania., IIe did not expect to stay on
under Mr. Mellon.

Mr. McKELLAR. That was one of thg very large refunds
made in 1921,

Mr, GLASS. No; it was not done under Mr, Roper; it was
done under Mr. Williams. But what difference does it make
under whom it was done? If it was right, it was right; and if
it was wrong, it was wrong. If anybody has any charge to
make, Jet him make it and let us investigate it and ascertain the
facts.

Mr. McKELLAR. How can it be investigated when no one
has the right to examine any of the returns or any of the set-
tlements?

Mr. REED of Pennsylvania. The charge is made, or the
implication is made, that if any money is paid to any company
in which Mr. Mellon is interested at any time since he has been
Secretary of the Treasury there is suspiclon that something
dishonest has occurred.

Mr. NORRIS. I do not make any such charge, either directly
or indirectly. I do say that it seems to me to be just a little
humillating that here we should have an affidavit of a man
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who has been in the employ of the Government who says that
Mr. Mellon's personal taxes were not considered by the regular
unit that should have considered them. He says, furthermore,
that they had to reverse what everybody conceded to be a fair
ruling as a matter of law in order to save those three banks
from paying something like $91,000 in taxes. It may be that
this lawyer Hickey is not telling us the truth in his affidavit;
but if it be true as he has outlined it, it seems to me that it is
a sad commentary on the laws of Congress that the very head
of this great financial part of the Government should in secret
have claims in which he is interested passed on in an irregular
way. I do not know whether they were right or whether they
were wrong. Publicity would have cured it and there would
not have been any trouble,

Contained in this affidavit is a description of the Little
Estates Corporation of New York. Mr. Hickey said in relation
to that matter:

The Little Estates Corporation case, New York City, is the fourth of
the cases to which I refer on page 27 hereof as supporting my argu-
ment that L. 1. Rusch, while still an employee of the bureau, forced
subordinates to grant concessions improper in character to tax prac-
titioners with whom he proposed to be associated immediately after
his intended and impending resignation from the bureau,

Barly in 1822 the Income Tax Unit ruled that the Little Estates
Corporation, J. J. Little & Ives Co., and the St. Nicholas-Seventh
Avenue Theater Co, were not affiliated during the years 1917 to 1920,
inclusive, and therefore were not entitled to join in consolidated re-
turns. The taxpayer subsequently objected to this ruling.

Here is a case where it was to the interest of the taxpayers
evidently to have affiliation and they wanted it. Some of those
corporations evidently had lost money, and by affiliation they
could offset those that gained against those that lost. In the
Mellon case it was to the interest of the taxpayer that there
be no affiliation, because I presume all the corporations made
a lot of money and if they were affiliated the tax would go
up into the higher brackets, and, of course, they would have to
pay a higher tax.

An unpsual number of conferences were granted this taxpayer to
begin with, at each and all of which, however, the bureau's original
ruling was reaffirmed.

Finally at, perhaps, the last conference, the taxpayer's representa-
tive, who was associated with George V. Newton, former deputy
commissioner in charge of income tax, explained to the conferces
on the case that while he understood their position in denying affilia-
tlon in view of the bureaun's interpretation of the law, still, since
his prinecipal, Mr. Little, was paying him and insisting that he make
repeated visits to Washington in the matter, he had no cholce but to
keep ngitating the question. The representative went on to say
that Mr, Little was a clubman in New York, and that in discussing
this income-tax case with fellow club members he had been assured
that he could get whatever he wanted from the Income Tax Unit,
provided he *got the right man.”

The records of the case disclose that the field officer had no little
trouble with these people in trying to ascertain certain of the facts
essential to a correct tax computation. This faect, taken with the
taxpayer's insistence, might be said to constitute an Indication of
what reasonably could be expected in efforts to evade taxes,

In September, 1022, George V. Newton, himself, wrote a letter
addressed to the commissioner stating that, as the authorized repre-
sentative of the taxpayer, he protested the burean's ruling on the
question of aflillation, and requesting that the case be sent to the
committee on appeals and review. But either Newton saw his
mistake himself or some one in the * Consolidated " pointed it out to
him, for the case pever was sent to the committee until I reported it
to the commissioner, because of the fraud perpetrated in it. The
published rullpgs of the committee plalnly were unfavorable to the
taxpayer's case, and he could hope for no relief in that quarter,

Shortly after the recelpt of Newton's letter, therefore, I. E, Rusch
summoned & prominent affillator to the office of the chief of the sub-
division for whom Rusch was acting at the time. He showed the
schedule of stock ownership in the three corporations to this young
man and asked him what he thought of the taxpayer's case.

The afillator called Rusch's attention to the large minority Interests
and material divergencies in the ownership of the stock by some of the
persons interested in more than one of the corporations; and he told
Rusch that the bureau's ruling was plainly correct. Rusch thereupon
told this young man to leave the case with him—Rusch. At this time
Rusch was assistant chief of the subdivision. His discussion with
the aflliator, and activities in the case shortly thereafter, quite defl-
nitely establish his * personal knowledge” of the case while in the
bureaun. He personally dictated the Impropriety committed.

It transpired that, following his talk with the affillator, Rusch car-
rled this Little Bstates Corporation case to the office of H. L. Robin-
son, then chief of the affiliations section, and asked . Robinson to look
it over within a day or two and see what he thought about it. Whea
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Robingon looked into the affiliations, he at once decided, as he himself
stated to one of the conferees on the case, that there was no merit
at all in the taxpayer’s contention.. 8o he Inid the case aside on his
desk. Rusch called upon Robinson in the latter’s office after a few
days and reminded him of the case, asking what Robinson thought
about the bureau's ruling. Robinson told Rusch there was nothing to
the case and that (quoting Robinson), “ We can't give it to them."”
Whereupon Rusch replied, “ You'll have to give it to them; do as you
are told.” This was only a short time before Rusch resigned.

Robinson turned this case over to the same auditor who made the
improper reversal In the Roessler & Hasslacher Chemical Co. case,
telllng this auditor that, while he (Roblnson) didn’t egree with
Rusch’s position, they had to be * good soldiers" and follow orders.

A letter was written the taxpayer under date of November 28,
1922, advising that the original ruling was revoked and afiliation
allowed. The confereces on the case discovered the carbon copy of
this letter and protested to Robinson, his chlef, who thereupon con-
fessed the facts. Much Indignation was manifested among the con-
ferees of the section.

On April 18, 1923, after the affiliations section had been abolished
and H. L. Robinson made chief of audit section B, with a group of
affiliators assigned to him (including myself), the case came to our
gection in the routine. The taxpayer had filed a protest about some
audit matter, but L. J. Potter, an able and indignant affiliator, seized
upon the opportunity to reopen the case as to affillations and rein-
stated the original and legal ruling, writing the taxpayer to that
effect. Rusch had in the meantime resigned on October 31, 1922.

If this man tells the truth in his affidavit, here is what had
happened : This case had been acted upon; they had decided it
wrongfully, if he is correct, against the Government and in
favor of the taxpayer; but the taxpayer, not satisfied with
what he was going to galn out of that, thought that he could
get a little something on a technicality of a diiferent nature,
and so he made application to the man before whom it came,
knowing of the wrong which had been committed against the
Government in reversing the rightful and honest ruling that
had previously been made. He selzed upon the opportunity
allowed by the claim to reopen the whole case and thus get
it back again. That i3 where it is now.

On April 24, 1023, 11 days after Mr. Potter's reinstatement of the
original ruling on affiliations, Rusch, the very man who had coerced
Mr. H. L. Robinson into reversing the original ruling while he
(Rusch) was an official of the bureau, eame into Mr. Robinson’s office,
against the rules of the subdivision, and made him reinstate the
iliegal ruling. Mr. Robinson had Mr. Potter do the necessary work
in this corrupt transaction; but Mr. Potter made & notation on the
work record ruling forms to the effect that the proceeding was not in
accordance with the facts, law, or regulations. Robinson detected
these notations on the ruling forms, and had new forms made out,
but Mr. Potter’s protest on the work record was not discovered, and
still stands to his eredit.

If this man's affidavit Is true, what he states here is there
now on the record. He states the notation was made, and
whether it is true will be shown on the record.

In this ease by this ruling of Mr, Potter, seizing upon this
opportunity to reopen it, he saved the Government over $56,000.

Now I am going to read about another case which this man
describes:

The case of the Natlonal Refining Co., Cleveland, Ohio, is next in
order for discussion because of the fact George V., Newton also had
something to do with this case, as shown by notes therein made hy
one or more employees of the natural resources division where the
case went In regular routine and where it properly belonged. Also,
improper action was taken on it by H. L. Robinson, chief of section B,
at just about the same time that Rusch came back into the unit and had
Robinson reinstate the corrupt ruling in the * Little Estates " case for
Newton, DBright and Lohmann played their parts in this * National
Refining " case, as already related on page 23 hereof.

In this case the bureau on December 17, 1920, ruled that 8 or 10
companies assoclated with the * Natlonal Refining"” were affiliated
within the meaning of the acts, but that two certain corporations
were not afiliated with the others, and therefore should be excluded
from the consolidation for tax purposes. This ruling stood for over
two years, and was eminently correct from every standpoint.

On or about April 2, 1023, J. G. Bright, then asristant deputy com-
mlssioner, directed this case fo be sent to L. T. Lohmann, who had
succeeded him as assistant chief of the “ consolidaied,” for reconsider-
ation of the guestion of affiliations. Mr. A. H. Fay, head of natural
resources division, where the case had been and where it belonged, put
& memorandum in the case explaining his unusual action,

Now they are sending the case where it does not belong ; they
are doing it in secret. They could not have done such a thing
in the open.light of day.. They would not have sent this case
to the wrong place if it had not been that it was all shrouded
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in secrecy. They never expected the publie to find it out. The
very fact that the case is sent where it does not belong under

:the rules is an indication that things are not right. It does not
‘follow that the case has not merit; it does not follow that the

taxpayer in the case is not entitled to everything he is asking
for on that ground; I admit that; but it does follow that be-
cause of this secret method of doing the public business there
is great opportunity, at least, for fraud; and there never was
an instance in the history of eivilization where the opportunity
afforded by a secret method of doing governmental business ex-
tended over many years but that fraud actually took place. It
1s just as natural as the rising and setting of the sun.

In due course—
I am going back again to this case—

Mr, Robinson, of section B, recelved this case and ordered one of his
affiliators to allow affiliation to the two companies originally excluded.
The affiliator knew this action was illegal ; but employees of the Income
Tax Unit feel that if their superiors desired to be crooked and run the
risk of punishment that Is entirely a matter for the superior. 8o this
affiliator did as he was told; but he made a notation on the work
record stating that this action was by order of his chief of section.

You can find out whether this man’s statement is corroborated
or not by examining the record. He said that this man knew
that he was asked by his superior officer to do an illegal thing,
and that he made a notation on the record itself that he did
it becaunse he was commanded to do it by his superlor. That is
down there; examine it; find out whether this man is telling
the truth or not in this afidavit. I read further.

When I reported the * Little Estates™ case to the authorities of
the burean, I also reported this case to Mr, Blair, It was investi-
gated by agents of the special intelligence unit, and afterwards sent
to the committee on appeals and review, by which body I was again
gustained, as in the * Little Estates” and “ Diamond Alkali” cases.

It is a matter of record as to whether or not he is telling the
truth.

As herelnbefore stated, on page 22, there were ekilled affiliators and
auditors in “ natural resources” where this case was being handled
before it was moved by Bright's orders. All concerned knew full well
that the case should be handled and audited in “ natural resources,”
to which division It was sent—returned—after my protest on the
illegal ruling ordered by Robinson had been gustained by the *“ com-
mittee.” Why—

Asks Mr, Hickey in this affidavit—

did J. G. Bright send this case to “ consolidated” to his friend and
guccessor, L, T. Lohmaon? Why dld Lohmann send it to section B?
Why were all these corrupt cases invariably routed Into section B
when there were several other audlt sections in “ consolidated "? Why
did Robinson tell his auditor arbitrarily to change the original ruling
when there was no new evidence or argument in the case? Who gave
the order to Robingon? WI1Il it be eaid that Lohmann, to whom the
cage was sent by Bright, knew nothing of this impropriety? Did
Bright, the man who moved the case in the first place, know anything
about all this? Wasn't this just another case where Robinson was
doing things for the “ higher-ups' under the * good-soldier ™ doctrine?
Who were the * higher-ups”? Why didn't Commissioner Blair punish
anybody for this corruption in this case? Does he know who the
“higher-ups " are?

1 am going to read another case referred to by Mr. Hickey
in his affidavit:

The American Lumber & Manufacturing Co., Pittsburgh, was sent
from * Natural Resources,” where it also properly should have been
audited, to * Consolidated.” This case accompanied the “ National
Refining " case under memorandum dated April 2, 1923, This memo-
randum, like that in the * National Refining™ case, was gigned by
Mr., A, H. Fay, head of npatural resources division, was addressed
to L. J. Lohmann, assistant chief of “ Consolidated,” and recited that
by orders of Aseistant Deputy Commissioner J. G. Bright, the case was
being sent to * Consolidated” for reconmsideration of the question of
affiliations.

L. B, Rusch was the tax representative in this case. The years In-
volved were 1917 to 1920. Prior to Febroary 9, 1922, the unit had
ruled that eertain corporations associated with the “American Lumber*
were not affiliated, and that they shoold, therefore, be denied the
privilege of filing consolidated returns. On memorandum signed by
Willam P. Bird, chief of * consclidated,” on the date mentioned this
cage wae accordingly sent to “ Natural Resources for audit, ruled
“ not affiliated”™ as to the certain companies specified. This would
support my cleim that the case was a mnatural resource case, if my
clalm as to that point be questioned.

As soon as Bright and Lohmann had cooperated through their
officlal positions to get the case into the control of H. L. Robinson,
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chief of gectlon B, Rusch and his empleyee, a Mr., Wallerstedt, began
visiting Robinson regarding the case. In due course Roblnson sum-
moned Mr. L. J. Potter, who was his supervising affiliator at that time,
and requested Mr. Potter to reverse the original ruling. Mr. Potter
objected that this would be a very imprudent thing to do, especlally
a8 to 1917; whereupon Roblnson deferred actlon for the time belng.'

After some days, however, and after Husch's man, Wallerstedt, had
again visited Robinson in the latter’s office, Instead of calling first
at the office of the subdivision, as was prescribed by the rules, Robin-
son directed Potter to make the reversal which Potter opposed. Mr.
Potter followed orders, moting on the case that his chief had di-
rected him so to do. This was in the spring or early summer of 1928.

Mr. President, a very Important matter is involved here—
that a man was ordered by his chief to do an illegal thing.
He did it according to orders, but he noted on the record why
he did it. That will be in the record. Let us look into it
and see. Is Hickey lying about all these things? Many, in
fact most, of the statements he makes refer to records and
dates by which they can be substantiated, or overthrown, as
the facts may warrant when they are looked into.

By this time I had becomre convinced of the existence of a eon-
spiracy to defrand the Government, because of what I had seem In
other cases; so 1 protested to Mr. Potter that while the reversal of
the old and legal ruling was bad enough for 1918 and later years,
there could be no argument, however fiimsy, for reversing the pre-
vious ruling on 1917, because of the absence of the word “ control”
in the act controlling class B cases in 1817, Potter thereupon went
to Robinson and had Robinson hold up the rulings for all years
again,

Rusch's man, Wallerstedt, visited Robinson again and agaln, and
Robinson finally had him see Potter; but Mr. Potter stood fast. Just
at this time—about July—Robinson went on his vacation: but before
he left I heard him tell Mr. Potter not to take any unfavorable action
on the case against the taxpayer until he got back.

After Mr, Robinson returned from his vacation, I looked over his
“hold" cases one evening, and found that with his own hands he
bad made out a new ruling form allowing afiliation to the originally
excluded companies for the year 1917. The next morning I called
upon him and told him I was going to see if I couldn’t put a stop
to such improper practices, and. I warned him that no matter how
long the chase I would stick on the trall until convinced beyond all
doubt I could bring no one to justice for his sins in such matters.

After my talk with Robinson, as mentioned, he became worried and
called me In for talks about the cases to which I objected. By this
time the year had progressed to about September, and it was about
this time be so frankly stated that the “ higher-ups " had to have some
things done which did not look right, but which they could not explain,
and that we subordinates should be * good soldiers ” and follow orders.
In the meantime this American Lumber & Manufacturing Co. case was
being held in abeyance; and finally Mr, Robinson told me that it had
developed that a fleld Investigation was being made and that it had
been decided to wait until the revenue agent made his report before
making a final decision on affiliations. I knew then I bad carried my
point, and was satisfied to wait.

Before the revenue agent's report was received on this “American
Lumber " case, however, I preferred my charges against Rusch in the
“Little Estates” case, thereby greatly displeasing Mr. Lohmann, who
bed failed to heed my protest to him in the matter, My charges had
the effect of making Robinson, at least, pretty careful; and when the
field examiner's report on the “American Lumber " was finally received
Robinson told me he saw there were no grounds for a reversal of the
old ruling on affiliations and that therefore it would be allowed to
stand. It was of course gratifying to realize that I had saved more
money for the Government in this case, in preventing another fraud.

‘There are several more cases; but I am only golng to read
one more, Mr., President, referred to by Mr. Hickey in this
affidavit. I have not had time even to read all of the cases he
has cited, so I have not picked these cases out especially from
the others. I have selected them practically at random.

Commencing on page 43 of this man's affidavit, he states as
follows:

In the Stewart Furnace Co,, Sharon, Pa, and Brown Transit Co.,
Cleveland, case the original ruling of the bureau was the companies
were not affiliated. A conference was then held, and the conferees
allowed affilintion, but stated in their conference memorandum that
they bad conferred with L, E. Rusch, then assistant chief of * Con-
solidated,” and Rusch had said he had * procured " an affillation ruling
in this case.

As a refund of $147,233.98 was involved, the case automatically went
to the solicitor. On January 14, 1924, the solicitor rejected the case,
reversed the ruling Rusch had * procured,” and sent the case back to
the unit, directing that it be auvdited on the basis of separate returns
for each company.
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These cases should have gone separately te * eorporation audit.”
IHowever, as in other cases hereinbefore complalned of, this case im-
properly was sent back to H. L. Robinson, chief of section B in
“(‘onsolidated.” Robinson placed this with other cases marked * Hold.”

A few days later Solicitor’s Opinion 154, issued January 15, 1924,
was promulgated. Robinson immediately ordered that the solicitor's
ruling of January 14 be disregarded and the fmproper ruling of
“ affilfation,”" which Rusch had * procured,” be' reinstated. In the
meantime I had protested Solicitor's Opinion 154, and Robinson had
gone on a trip for a few days. While he was away Robinson's assist-
ant, Mr, C. A. Jacquette, recalled this case, the Door case and
others, thus frustrating Robinson’s intent in these frauds upon the
Government,

This case, with the circumstances involved, was also reported to
Commissioner Blair in my charges of corruption in the unit.

That money in that case was saved by the activity of this
man,

Mr. President, I have said before that this evidence is ex
parte. If I were sitting in judgment either in a civil or in a
criminal case, I would not expect to render judgment with
the evidence that has been introduced up to this point. Of
course, if no other evidence is offered, it stands undisputed,
uncontradicted that these things have been going on here that
I think are terrible, are humiliating to every citizen of the
United Stafes; but I admit that the evidence is ex parte. If
we were trying a lawsuit, we would hear the other side, and
I want to hear the other slde. If you had the thing dome in
publie, you never would have this kind of a condition coming
up. The public would know about it. Yon would not get
absolute purity of government ; mistakes would happen; frauds
would occur; and many ineflicient actions would be brought
about by reason of inefficient employees. I know that all of
that is true; but these awful things that are disgraceful to
our Government would not occur except behind closed doors.
It can not be possible that in this great burean, doing millions
of dollars In value of business, the things would happen that
have been narrated here by Mr. Hickey and that have been
reported by the committee, if everything were done in the open
light of day.

To my mind, Mr. President, there can be in this case, as in
every other case where public business is involved, but one
course of procedure, and that Is that the public business should
be transacted in the open light of day; and I believe that any
other method pursued indefinitely will bring destruction and
corruption, and, if applied to all Government activities, will
brifg about the ruin and destruction of the Government itself.

A republle, a democracy, is founded upon the theory that one
of the pillars of human freedom is that every member of the
great country is a member of the corporation, if it may be
designated as such; that every citizen has an interest in the
governmental affairs; that every taxpayer has the right to
know not only that he is taxed fairly as compared with his
neighbor but that the money he pays in taxes is expended
according to law for legitimate, honest, and honorable purposes.
If government is carried on in secret, however, that can not
be done; that can not be known.

There is not any other end of a secret government than fts
own destruction. It is bound to come. The Russlan Govern-
ment Is a sample of it. Under the old Czar, where secrecy, of
course, went much farther than it is going here now—I concede
that—where men were tried in secret, where human life was
decided upon in secret, where property rights were likewise
disposed of by secret tribunals, one portion of the people were
peasants, downtrodden, practically slaves; and eventually, after
centuries of that kind of secret rule, there was a revolution.
Revolution always means unreasonable things, unfair things,
injudicious things, and the effect will last for centuries.

The patriotic taxpayers and citizens of our country have &
right to know that everybody is being treated on the same
level ; that every taxpayer has the same right, the same privi-
lege of having his matters adjusted; that all public business
ghall be transacted according to law. That never can occur
when a great portion of our governmental business is trans-
acted In secret; and suspicions oftentimes arise where there
I8 no justification for it. I know that; and the harm that will
come from ‘such suspicions is often as detrimental to good gov-
ernment as though the suspicions were well founded.

Suspicion always comes from darkness, from misunderstand-
ings, from secret dealings. Those things always arouse sus-
picion, even though there is nothing wrong. Then, Senators,
why not repeal the law of secrecy? Why not say that these
income-tax returns, involving hundreds of millions of dollars
eyvery year, shall be public documents, open to inspection the
same as any other public document?
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No man has pointed to a single instance where an injury
would come to anybody if that were done, and it is no answer
to say that the Couzens committee has not sent anybody to jail
or to prison. It is no answer to say that no fraud—even if we
admit that, which I do not—has yet been discovered. The fact
remains that just as surely as two and two are four, corrupiion
will breed itself in dark places, in suspicious corners, where
immense volumes of business are transacted without the knowl-
edge of the citizenship of the country. It can not be other-
wise. It is a law of human nature. There is no exception to
it in clvilization, and it will be true in America as it was true
in Russia. It will be true anywhere. We will have trouble
enough if all this business 1= done publicly ; and God knows we
will have in the end ruin and destruction if it is done secretly
and that secrecy is continued indefinitely.

THE WORLD COURT

Mr. McKINLEY. Mr. President, the Senate of the United
States, in harmony with the platforms of both the Republican
and Democratic Parties in 1924 and complying with the recom-
mendations of the American Legion, the American Federation
of Labor, the National League of Women Voters, the National
Chamber of Commerce, the American Bar Association, the Na-
tional Assoclation of Business and Professional Women's Olubs,
and scores of other patriotie, civic, and religious bodies, by a
vote of 76 for and 17 against, has agreed to join the eivilized
nations of the world in creating a tribunal to prevent war and
promote peace in the world.

Mr. President, from the letters I am receiving it wonld ap-
pear a great many people, not having the opportunity fo read
Senate Resolution No. 5, known as the World Court resolution,
are not fully informed as to how by its wording it absolutely
prevents the United States from participating in Huropean af-
fairs, Therefore it seems to me the duty of the Members of
Congress to acquaint the people with the actual situation by
freely distributing the World Court of Arbitration resolution,
and particularly calling to their attention the reservations
which, concretely, are as follows:

(1) That it involves no legal relation to the League of
tl\lr_atlt(;ns and no assumption of obligations under the Versailles

eaty.

(2) That the United States shall participate with the mem-
bers of the league in electing judges of the couart.

(8) That the United States shall pay a fair part of the
court’s expenses as determined by the United States Congress.

(4) That the United States may at any time withdraw from
the court, and that the constitution of the court shall not be
changed without the consent of the United States,

(6) That the court shall not render any advisory opinion
affecting any question in which the United States has an inter-
est unless the United States consents.

And further it Is provided the United States shall not ratify
until the other nations shall consent to its reservations that
the United States shall take no case to the court unless an
agreement by treaty is made for doing so, and that in adhering
to the court the Monroe doctrine (not mentiomed by name) is
retained as a United States policy.

The next to the last clause means that if any question arises
concerning the United States the same can not be considered,
no matter whether it comes up to-morrow or 20 years from
now, until after the Senate of the United States by a two-
thirds vote at that time has so consented.

TAX REDUCTION

The Senate, as in Oommittee of the Whole, resumed the con-
sideration of the bill (H, R. 1) to reduce and equalize taxa-
tion, to provide revenue, and for other purposes, the pending
question being on the amendment offered by the Senator from
Nebraska [Mr. Norris] to the committee amendment on page
113, line 1.

Mr. REED of Pennsylvania obtained the floor.

Mr. COUZENS. Mr, Presldent, I suggest the absence of a
quorum.

The PRESIDING OFFICER (Mr. Winis in the chair).
The Secretary will call the roll.

The Chief Clerk called the roll, and the following Senators
answered to their names:

Ashuret Capper Ferris Harrls
Bayard gomway ©8S Harrlson
Bingham peland Fletcher Hefiin
Blease Couzens Frazler Howell
Borah Cummins George Johnson
Bratton Dale Gerry Jones, Wash
Brookhart Deneen glnss Kendrick
Broussard Din soff Keyes
Edge Gooding lng
Butler Edwards Hale La Follette
Cameron Fernald Harreld Lenroot

e e e e s e
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: ﬁc%an!ar garrls Schall ; Tra{rjunmell ]
cKinle heppa |
cLean : Oddie Shipstend Wadsworth |
cMaster Overman Shortridge Walsh
McNary Pine Simmons Warren |
Means Pittman Smith Watson |
Metealf tansdell Smoot Weller

0868 teed, Pa. Stanfleld Willis

eely obinson, Ind. Stephens
Norbeck Sackett Swanson

Mr. JONES of Washington. I desire to announce that the |
genlor Senator from Kansas [Mr. Curtis] is necessarily absent
on account of illness.

Mr. GERRY. I wish to announce that the junior Senator
from Texas [Mr. Mayrirrp] is detained from the Senate on
account of illness. |

The PRESIDING OFFICER. Elghty-two Senators having
answered to their names, a quorum is present. The guestion is |
on agreeing to the amendment of the Senator from Nebraska |
[Mr. Norris] to the committee amendment. |

Mr. SMOOT. I ask for the yeas and nays.

The yeas and nays were ordered.

Mr. DILL. Mr. President, if the representation now in the
Senate Chamber had been here for the last two or three hours
and had heard the revelations regarding the Internal Revenue
Burean as presented by the Senator from Nebraska [Mr.
Nogris], I think there would either be a number who would
not want to vote, or they certainly would not vote with the
committee. I did not hear them all, but I heard enough to |
convince me that if there were no other reasons why the
light of publicity ought to be allowed upon these returns, the
way they have operated behind closed doors in the past in that
department is in itself conclusive.

TAKE NO BACKEWARD SBTEP

When for years a policy has been fought for and finally
won, and then when it has been improperly applied, and when
a practice has been called publicity which is not publicity at
all, and all this is unsatisfactory, I do not understand why we |
should then be expected to repeal the real publicity provision
for which the Senate voted two years ago by such an over-
whelming majority.

HAYE KOT HAD EEAL PUBLICITY

Why do I say that the so-called publiclty of Income-tax re-
turns which we have had for the past two years is not pub-
licity at all? Because what we have had has been simply
publicity of the amounts returned, and that was not originally
voted for by the Senate at all, but was brought in in the con-
ference report which had to be accepted or rejected as a
whole. 8o we have had Government employees preparing
lists for the newspapers, and then the newspapers publishing
those lists, giving the income taxes paid by men from $1.50
up to a million dollars. At the same time, the doors and books
are closed, so that it is impossible for anyone to go into the
records and find the explanation of any seeming discrepancies
between the amounts paid and the amounts earned.

LONG FIGHT FOR PUBLICITY

This proposal for publicity of income-tax returns is not new.
Publicity existed during the Civil War and added millions to
the Treasury. The Ways and Means Committee of the Hovse
of Representatives in 1866 inseried a secrecy provision in the
revenue bill so that the returns should thereafter be made
secret. Later the income-tax provision was repealed.

In 1884, when the income tax law was enacted, the returns
were again made secret, and when the Supreme Court declared
the law unconstitutional the returns were ordered destroyed by
law.

In 1913, when the income tax was again adopted, the returns
were made secret, and fight after fight has been made in both
the House and the Senate to secure the same measure of pub-
licity for the income-tax returns that exist regarding other
public records,

I remember, as a Member of the House of Representatives
some years ago, I made the motion myself to amend a revenue
bill to provide for publicity of income-tax returns, but I was
unable to get enough support to secure a roll eall. Year after
Yyear that motion has been made, until last year the demand
became so strong in this body that by an overwhelming ma-
Jority we put a provision into the statute that is perfectly
natural and perfectly proper, namely, that these income-tax
returns should constitute public records.

Then, when the bill went to conference, the provision of
the House, which was an innocuous, meaningless provision,
namely, that the lsts of the taxpayers' names and addresses
should be printed, was adopted, and the words added to it,
“with the amount that each man has paid.” The very fact
that a newspaper can now publish the names of all the tax-
payers, and the amount of money which each taxpayer pays, '
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without anyone being able to investigate the returns and
find the explanation, arouses much suspiclon in many cases,

| and is very unsatisfactory.

Instead of repealing the provision which we did have, we
ought to enlarge it so that the objections which now exist
wounld be removed and we would treat income-tax returns
exactly as we treat other documents of the Government.

" PUBLICITY HAS DONE NO HARM

It ig sald that publicity of tax returns Is annoying. I have
been unable, in listening to the arguments and in reading the dis-
cussion, to find out what is so annoying or so objectionable
about the returns of a man's income being made public any more

| than the returns of his property taxes or his other taxes in his

home community. I ask those who are proposing to close the
books and keep all information secret, what harm has been
done in the two years we have had even this unsatisfactory
kind of publicity? 1 want to know whose business has been
ruined? Who has been hurt by this publicity? It is clearly
evident from the report of the majority of the committee, es-
peclally from the revelations made here this afternoon by the
Senator from Nebraska [Mr. Norris], that instead of closing
the books we ought to open them more widely, and instead of
shutting down upon the information that is there we onght
to throw open the doors. I believe that the increase in the
amounts of income taxes paid last year by the wealthy is due
largely to the publicity section of the 1924 law.

The Senator from Tennessee [Mr. McKeLLAR] a few days ago
in speaking on the subject brought into direct contrast the secret
methods now pursued in connection with income-tax returns
and refunds and the public method of handling such proposals,
when he proposed that we have a court that hereafter would
handle all questlons of refund. What would Senators think of
a court hearing the case of a man who applied for a refund
saying that because the question affected the man's income the
court would close the doors and make it a secret trial? Yet
that is what 1s going on now in the Internal Revenue Burean
and will continue to go on. The results are becoming more and
more burdensome to the Government. The amount of refunds
is becoming greater every year. I notice in the estimates that
are made for receipts and expenditures the amount of refunds,
we are told, will be greater next year than last year. In fact,
in estimating the amount of money that is going to be in the
Treasury they estimate that so much will have to be pald back
to taxpayers, and all of the hearings and proceedings leading
up to these refunds are secret.

I do not know of anything more objectionable that. the
Congress could do than to continue 4 system that invites the
clerks and subordinates in the Internal Revenue Bureau, wiho
have the information in secret, to resign from the department
and go to those concerning whose returns they have secret
information and become their attorneys or representatives to
bring about a refund in which, of course, they share largely.
If the books were open, if the records were public records
like other records, then that sort of thing could not happen,
because the men inside the service would have no secret infor-
mation which those outside could not secure.

The records show that something over 6,000,000 people paid
income taxes last year. It Is proposed by the pending bill
that their income taxes shall be secret, but all the taxes of all
the rest of the people, some 80 per cent of all kind of taxes,
shall be publle. Why discriminate in favor of secrecy for
those who have suflicient incomes that they make an income-
tax return while we turn the light of day upon all the taxes
of the rest of the people who have smaller amounts of prop-
erty? Abraham Lincoln favored income-tax publicity. Horace
Greeley favored it; Benjamin Harrison favored it. This Sen-
ate favored it in 1924 and should pass this amendment.

MILLIONAIRE TAX REDUCTION BILL

It is a striking fact to me that the revenue bill called a
tax reduction bill is, after all, written primarily in the interest
of those with great wealth, and that at this time the pub-
licity provision is to be wiped out, in addition to all the other
things that are being done for those of great wealth. I recog-
nize that the bill does contain some provisions in the interest
of the common people. About 2,500,000 people are to be re-
lieved of income-tax returns whose incomes are less than
$3.500 in the case of niarried people and $1.500 if they are
single. I recognize that it abolishes about $130,000,000 of
sales taxes. But when I have said that I have said about all
that can be said about the bill in the interest of the masses of
the plain people.

Over against that we will have something like $10,000,000
of miscellaneous taxes and $29,000,000 of theater taxes,
$46,000,000 of stamp taxes, and about $069.000,000 of automo-
bile taxes continuing on business, if you please. These sales
taxes are to rem:in upon the people as a permanent peace-
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time system, because we have practically reached the limit In
the reduction of expenditures. The Budget report of the
President states that in the coming year we shall spend
$90,000,000 more than we did last year.

The estimate is that in 1927 the reduction will be about
$120,000,000, but unexpected demands for money will probably
absorb that. So we are passing a tax reduction bill that pro-
poses to leave a large amount of sales taxes on the people,
while we are, first, cutting to the extent of 50 per cent the
taxes of those whose incomes are more than $100,000 and, in
the next place, we are wiping out $110,000,000 of inheritance
taxes. Doctor Seligman estimates the inheritance tax would
bring in $120,000,000 next year, enough to abolish all the sales
taxes, Then we are golng to wipe out the gift taxes on the
wealthy, too. Since the bill does all this for the millionaire
class, naturally those who wrote It want fo wipe out the pub-
licity section also.

LOWERING SURTAXES LOWERS RECEIPTS FROM WEALTHY

I have never seen a tax bill since I have been studying tax
legislation that did so much for the millionaire class. I have
been amused as well as amazed at the arguments that are pre-
sented in behalf of the lowering of the surtaxes on the big
incomes of rich men of the country. To me the most ridiculous
argument that Is made is that if we cut down the surtaxes we
will bring in more revenue. I heard that so often that I
thought it would be interesting to take the records and see
whether the men who wrote the tax bills during the war to
raise large sums for war purposes knew what they were doing.
I examined the records to find out how mueh money we secured
on the big incomes above $100,000 when we had a rate of 65
per cent, which we are now reducing to 20 per cent. ‘I want to
give the figures because I think they are interesting.

In 1916, when the normal rate was 2 per cent and the sur-
tax 13 per cent, the total taxes paid by those with incomes in
excess of $100,000 a year were $126,000,000. In 1917, when the
normal tax rate went fo 4 per cent and the surtax to 50 per
cent, the amount of income taxes received from people with
incomes of more than $100,000 was $361,000,000. In 1918, when
the war was at its height and we raised the normal fax to 12
per cent and the surtax to 65 per cent, we received $469,000,000
from people whose incomes were more than $100,000 a year. In
1919, when we reduced the normal tax to 4 per cent and 8
per cent but retained the 65 per cent surtax, from those with
incomes of more than £100,000 a year we received $533,000,000.

That $533,000,000 is the answer to those who say we get
more money when we lower the suitaxes on the big incomes,
In 1919, I repeat, with a 65 per cent surtax on incomes of over
$100,000 a year we got $533,000,000. In 1920 the recelpts fell
off to 2323,000,000. I think there were two causes—one that
the business of the country was not so good, and the other
that many of those with the greater incomes were leaving their
surpluses in great corporations undivided, and so did not have
to pay the tax. In 1021, as conditions grew worse, the receipts
dropped down to $202,000,000. In 1922, when we reduced the
surtax to 50 per cent, we received $311,000,000; and, of course,
that is used as an answer to all the other arguments.

Thut fact has been cited repeatedly in the debate both here
and in the other Chamber. The fact of the matter is that
many of those with blg incomes allowed their corporation
surpluses to remain undivided and they could not be reached,
knowing a reduction was coming, and when the redunection
came, they made their returns and the receipts rose to $811,-
000,000. In 1923 the receipis dropped to $212 000,000 because
they were looking forward to another reduction, and last year,
1924, when we reduced the surtax to 40 per cent, we got $300,-
000,000. I refer to those figures to prove that almost double
the amount of tax was received from surtaxes when the 65

r cent rate was being collected, Instead of the lower rate,

om those with incomes in excess of $100,000, because we re-
ceived more than $533,000,000 as against $200,000,000, and
£300,000,000 at the lower surtax rates.

WHAT REDUCTION MEANS TO MILLIONAIRES

Let me show just what this surtax reductlon means to the
millionaires. Last year three taxpayers made returns on in-
comes over $5,000,000. Their combined income was $27,055,319,
The tax paid was $11,000,000. The reduction under this bill to
these taxpayers will be approximately $5,340,000. That is a
greater reduction than is given to the 2,000,000 taxpayers with
incomes of $2,600 per year. Three other taxpayers with in-
comes of more than $4,000,000 will have their taxes reduced
approximately $2,600,000; so that the six highest taxpayers
under thls act will have a reduction of nearly $8,000,000. Mr.
Mellon, under whose influence this bill was written and Is be-
ing passed, had an income in 1924 of $4,158,750. In 1921,
when he was sworn in, his tax on that would have been
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$2,636,000. If this proposed law passes, the tax will be $1,025,-
000, giving Mr. Mellon an annual saving hereafter of §1,610,000.
This is a considerable addition to the $15,000 annual salary
of the Secretary of the Treasury resulting from his efforts to
bring about tax reduction.

FAVOR PROPORTIONATE DECREASE

I do not want to be misunderstood. I have no desire to see
the surtax rate set so high as to discourage legitimate returns
to those who have large business enterprises. I believe that
as we reduce the rates for the man with the small income we
shonld reduce the rates for the man with the big income.

In 1924 it was proposed by those who support the idea that
the lower the surtax the greater the amount of income we get
from the big incomes in the way of taxes, that we should reduce
the surtax rate to 25 per cent. A fight was made in the House
and in this body, and we made the surtax rate 40 per cent.
I think that was fair. I thought so then and I think so now.
If this bill when brought in, had contained a proportionate
lowering of the tax rate on the brackets above $100,000 that
it carried on the lower bracket surtaxes I should have had no
objection. But what they have done is to apply the old Mellon
rates, which they tried to get two years ago, and then make a
proportionate reduction of them. Thus this bill includes the
Mellon rates of 1924 and the proportionate reduction of this
bill, too. That is why we have lowered the surtaxes 50 per
cent, and the other taxes from 25 to 30 per cent.

What does this reduetion in income taxes do? It lowers the
tax on the poor, those with incomes of less than $3,500 a year,
about $20,000,000. That is, for the 2,500,000 taxpayers it is
less than $10 apiece. The other three or four miilion who
pay taxes on larger incomes save their proportionate share
also on the exemptions and lower normal rates as well.

ABOLITION OF INHERITANCE TAXES

Another thing that shows this bill is so strongly in the
interest of the wealthy classes ig that it proposes to abolish
the inheritance tax. It seems to me that If there was one
thing in it above another which can not be defended that is
the thing. I have heard it repeatedly stated on this floor that
we can not secure income taxes from the man with large
amounts of money invested in tax-exempt bonds, Under the
inheritance tax if we can not tax him while he is alive and
becanse he invests his money in tax-exempt bonds, we will get
some part of it when he dies.

The other House went part way in abolishing the inheritance
tax by reducing it, but when the bill got into the Senate com-
mittee they went all the way and recommended 1t be eliminated
entirely. So under this bill, if this provision shall stand, the
man who puts his money into tax-exempt bonds will be prac-
tically tax free in this country. We will have lowered his sur-
tax to 20 per cent on all his income above $100,000, and then it
is provided in the bill that his estate shall not pay any inherit-
ance tax at all to the Federal Government.

I donbt if the House provision is constitutional; I doubt if
we have a right to provide that the States shall receive a cer-
tain amount of a tax which is levied by the Federal Govern-
ment ; but I have no doubt nor has anyone else any doubt about
our right to collect inheritance tax on great fortunes. Had the
committee seen fit to raise the exemption from $50,000 to
$100,000, for instance, there might have been justice in that,
leaving all of an estate under $100,000, as we do now in thh
case of £50,000, for taxation by the State alone; but when men
accumnulate great fortunes of millions and hundreds of millions
of dollars they draw those fortunes from the entire country,
and when those fortunes pass by descent or by devise it is only
fair and right that a Government which must raise more than
$3,000,000,000 per annum should get part of that money from
those who receive it purely by the operation of law.

INHEERITANCE TAX LEAST BURDENSEOME

There are mafiy theories of taxation, but there is no theory
that is so satisfactory to the people as the theory that taxa-
tion be made the least burdensome possible. I know of no
tax that is less burdensome than the tax on great inherit-
ances. When a man receives $50,000 as an inheritance aud
then the Government takes 1 per cent on what he receives
over $50,000 and 2 per cent above $100,000, and so om, I
submit that that man never did get and never will get money
at so little expense as by such a tax. Yet, it is proposed here
that we shall wipe out this entire system of inheritance taxes,
and that the great fortunes from which come the great in-
comes, ghall be free from taxation so far as the Federal
Government is concerned.

Sir, the inheritance tax is a tax that is almost as old as
government itself; it is a tax that was used long ago under
other governments; in our own country it was used as early
as 1797, Such a tax was imposed then; it has been imposed
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at various times throughout our history, and 1t has had
the indorsement of the best and greatest aunthorities on taxa-
tion that the country has produced.

ERA OF BIG BUBINESS

Yet to-day it is proposed that we shall wipe out that inheri-
tance tax of £110,000,000, and leave taxes on automobiles, taxes
on theater admissions, stamp taxes, and taxes on miscellaneous
ftemns of every kind. Why? Because this is the era of big
business; this is the era when great wealth is in control of the
Government; this is the era when the Government does the
bidding of those who would have the Government operate in
the interest of the great combinations of capital under the
control of one man or of a few men.

In addition it is proposed to abolish the little gift tax which
produces $7,000,000. Of course, if we are going to abolish the
inheritance tax we might as well abolish the gift tax also,
because the gift tax was created to protect the Inheritance tax.

Mr. COPELAND. Mr. President——

The PRESIDING OFFICER (Mr. McNaryY in the chair),
Does the Senator from Washington yield to the Senator from
New York?

Mr. DILL. 1 yield.

Mr. COPELAND. Mr, President, I dislike to have this mat-
ter passed without saying to the Senator from Washington
that there might be some persons who feel that they are
really friendly to the people and yet do not guite follow the
Senator in his logic. I agree that it is a very easy thing to
collect an inheritance tax. The head of a family dles, and
from the mourning widow, helpless, perhaps, even though she
has & high-priced lawyer, it is easy to take this money. I can
not see—and I have sald it before in this Chamber—why the
minute & man dies his estate owes money. Why does not the
man owe the money to the Government while he is alive? The
minute he dies, the next hour after he dies, the State inter-
feres fo take away from the estate a certain portion of the
property which he has accumulated.

I said the other day, and I desire now to repeat to my
friend from Washington, that I think a great many fortunes
are built up, not alone through the efforts of the man whose
estate pays an inheritance tax, but through the efforts of the
wife and the family of that man. 8o it has always seemed
to me that it‘is a cruel thing, simply because a man has died,
to provide that a portion of that property, accumulated through
tsha joint efforts of members of his family, must go to the

tate.

I want to speak of that to my friend from Washington be-
cause it is my purpose to vote with the committee in this
matter of the inheritance tax; and I do not want him to read
me out of the good group becaunse I shall take that partieular
step.

Mr. DILL. Well, Mr. President, I would not attempt to do
that to the able Senator from New York, whom I love and
admire, and whose progressive stand on so many questions in
this Chamber while we have been here together has won my
highest admiration; but I want to remind the Senator, taking
the case at its worst as he states it, that when a man and his
wife have worked and accumulated a fortune, and she is left
£50,000 of it without its belng touched by the Federal Govern-
ment, and the Government takes only 1 per cent of the next
$50,000 and then takes 2 per cent of the next so many thon-
sands, and so on, and not until $1,000,000 is reached does the
Government take 40 per cent——

Mr. LENROOT. Not until the estate amounts to $10,000,000.

Mr. DILL. That is better still. I did not have the brackets
correctly in mind. I think it is of some value to live under a
Government under the operation of which such great masses of
property can pass securely and safely protecied by the law.

I wish to say further that I think when the husband dies
and all of his property is left to the widow.and the family
alone she can well afford to pay the small tax which is re-
quired—and the taxes are small until the immense estates
are reached. I do not know of anything that can more easily
bear the burden of a tax than the part of the fortune that
goes into the hands of the widow or her family to be used by
them without any incumbrance whatsoever.

Mr. COPELAND., Mr, President, will the Senator yield
further?

Mr. DILL. I yield.

Mr. COPELAND. I would join the Senator in an improve-
ment of the bill, in making the tax really a gradunated tax as
to the man while he is alive who has a great income and has
accumulated a great amount of property. I think he should
bear his full proportion of the tax, and I would go with the
Senator as far as he cares to go in that direction; but I have
always thonght it was cruel, just after the funeral was over,
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to step in and say to the mourning family, “ While the head
of the family was alive he owed nothing to the Government,
but now that he is dead we insist on taking away a portion
ofi that wealth.,” ILet us impose the tax while the man is
alive.

Mr. DILL. Ah, Mr. President, I, too, am in favor of a tax
that will take a larger percentage of his income when it reaches
$100,000 or more while he is alive, but then I want to take
some of his remaining estate, too. Not that I want to punish
people of great wealth, but I remind the Senator that there
are governments in this world where men ean not accumulate
such fortunes; that there is a condition of society In this world
where these great masses of money can not be concentrated
together -and then passed on to those who come after the
original owner, and when such a good government exists and
such a fine organization of society exists that men can con-
cenfrate great masses of capital, as in this country, remember-
ing the millions and millions who struggle year in and year
out to provide a place to lay their heads, to provide food with
which to feed and raiment with which to clothe their children,
and to make enough actually to live decently—when I remem-
ber these things, I say, I would rather take the necessary
money to run this Government and pay the war debts out of
the big estates that run up into the millions than I would to
carry on a system of taxation that bears down upon the masses
of common citizens of this country.

Mr. LENROOT. Mr. President, will the Senator vield?

Mr, DILL. Yes.

Mr. LENROOT. May I say to the Senator that under the
present law an estate of $100,000 pays only a tax of $500.

Mr. DILL. I thank the Senator for that statement.

Mr. COPELAND. Mr. President, will the Senator from
Washington yield further to me?

Mr. DILL. I yield.

Mr. COPELAND. I do not care what the amount Is; I do
not care if it 1s only $1.50; It is the principle of the thing to
which I object. Here s a man who goes throngh life and ac-
cumulates a great fortune and the Government does not pre-
tend to confiscate any of it while he is alive. When he is
dead, however, the Government says to his family, “ We are
going to take away some of that money.”

Mr. LENROOT. Mr. President, then, I take it, the Senator
from New York is also opposed to the States imposing any
inheritance taxes for the same reasonm, if it is a matter of
principle?

Mr. COPELAND, I will say to the Senator that I am.

Mr. LENROOT. I understand the Senator's position.

Mr. COPELAND. Yes, sir; I am opposed from the begin-
ning to the end, whether it is a Federal matter or a SBtate mat-
ter, to the idea of an inheritance tax. I think it is an immoral
and indecent tax. In time of war and of the Nation's neces-
sity it is all right to say we are going to take money wherever .
we can get it, and an inheritance tax is an easy way to get it,
but in times of peace, in ordinary times, I am opposed to the
inheritance tax.

Mr, DILL. The Senator realizes that to-day we have to
spend annually something over a billion dollars for interest
charges because of the war we had recently, and the money
must come from somewhere; and the Senator realizes further
that according to the vofe taken in the Senate we have cut the
surtaxes on the big incomes of mere than $100,000 to 20 per
cent. The rich man can put his money into tax-exempt securi-
ties, and we can not touch him while he is alive, and thus the
Senator under this bill is unable to do the thing which he
wants to do; and I ask him how he is going to get any taxes
out of the people who put large amounts of money into tax-
exempt securities?

Mr. COPELAND. Mr, President, if the Senator will per-
mit me, I did not suppose that I would ever stand up here to
defend this bill.

Mr. DILL. I hoped the Senator would not.

Mr. COPELAND. But, as a matter of fact, if I understand
the bill correctly, it cuts out something like 2,500,000 tax-
payers.

Mr. SMOOT. Two million three hundred and fifty thousand.

Mr. COPELAND. It is a “cussed” bill, of course; we agree
with the Senator; and yet, after all, when we consider that
the terms of the bill are such that 2,350,000 persons who paid
taxes before are not going to pay any taxes under the bill,
it 1s not so bad after all. But I will go with the Senator. He
asked me a question, and it justifies my taking a little of his
time. I do feel that in the upper brackets we did not do as
we ought to have done. I think there ave certain inequalities
in it which should be corrected; but I suppose any tax bill
would be considered an imperfect one. It is impossible to
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have it exactly right: but let us give the devil his due once
in a while and say of this tax bill that on the whole it is
an improvement on what we have had in the past.

Mr. DILL. Then the Senator is not only willing that we
shall stop all increases of surfax on the incomes above §100,000,
which he knows has been done by a vote of the Senate, and
vet he is willing to support this provision of the bill permitting
men with these tremendous fortunes to put them info tax-
exempt securities, and thus escape all Federal taxation; is that
true?

Mr. COPELAND. No. You know, Mr. President, a man has
to be judged according to his general actions, So far as I am
concerned I am opposed to all tax-exempt securities.

Mr. DILL. But the Senafor knows that there are many,
many billions of them in existence.

Mr, COPELAND. 1 know it; and if T had my way, I would
wipe them out, z

Mr. DILL. But there Is no way of wiping them out.

Mr. COPELAND. They have led nations and States and
municipalities into extravagances of every sort, and I wish we
could wipe them out, and I have no quarrel with the Senator
in regard to what should be done with these upper brackets
while the men are alive. The fanlt I find with his positien
is that he wants to make the attack on the poor widow after
the man is dead.

QPPOSED TO TRANSFER OF POWER BY DESCENT

Mr, DILL. 1 am thinking most of the milllons of others,
whether widows or not, who never have any inheritances—aye,
not even incomes upon which to pay taxes. Mr. President,
the Senator said something about prineiple in connection with
the inheritance tax; and I want to discuss this matter of prin-
ciple a little from another angle.

If there is any one thing that American institutions are
erected against, it is the transfer of power from parent to child,
the transfer of power by descent. I have read arguments to
the effect that a tax on inheritances would tend to break
up great fortunes t might be left. I do not think it would
tend to break up any that should not be broken up; and if I
could be certain that it would break up some of them, I would
be all the more in favor of it. We live, however, in an age
and in a condition of society in which money Is power; and it
is very seldom that those who inherit money inherit the ability
of those who have the power to accumulate and bring together
the money. When we permit these great fortunes to pass
unimpaired and untouched we transmit power into the hands
of those who as a rule are not worthy of using that power and
wht can not and will not use it in the interests of society, or
as it probably would have been used by those who earned it.
So I say that from the standpoint of principle there is an argu-
ment in favor of the inherltance tax, because it tends to put a
limit wpon the transmission of power by descent.

> THIS BILL LEADING TO BALES TAX

Mr. President, I want to say one other thing. This bill,
fathered by those by whom it is fathered and managed by those
by whom it is managed, is a very natural product. There has
been for many years a vast difference between the theorles of
taxation advocated by the two political parties. The Demo-
cratic Party has not only been in favor of a graduated income
tax, but, so far as I have been able to learn up to this time,
they have carried out that graduation in a regular form. This
bill has abolished all of the graduated income tax that it could
abolish. The Democratic Party has stood for a graduated in-
heritance tax, but the authors of this bill have wiped out all
the inheritance taxes, graduated and other kinds, too, they
have wiped out all the gift taxes, even though to do so they
were forced to leave a tremendous amount of sales taxes still
on the business of the country.

Do you remember two or three years ago the agitation which
was earried on in this counfry by the leaders of the Repub-
lican Party, particularly Mr, Mellon and those whd worked
with him, in faver of having a sales tax to replace these taxes?
I say to you that this bill leads directly toward the eventual
adoption of a system of tariff and sales taxes if those now in
control of the Government can have their way.

This system leads to the abolition of fhe taxes on wealth
and to the abolitlon of the taxes on estates, even in spite of
the fact that we have to spend a billion and a quarter doliars
every year to pay the interest on the war debt alone; and then,
on top of that, the colossal fallure of statesmanship on the
part of those in control of the debt settlements has brought a
further problem upon us.

DEART SETTLEMENTS DISGRACEFUL

I do not intend to go into the debt settlement, although I
think very properly it ought to be a part of this tax bill, for
we can not consider this taxation system without considering
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the debt settlement also. I venture the assertion that no coun-
try ever called a settlement a debt seitlement that made such
terms as this Government's representatives have made with
some of these foreign governments. It ought to be called a
debt-remlission settlement or a defaleation settlement, because
as the junior Senator from Nebraska [Mr. Howrrr] showed
the other day, we are actually canceling the principal of these
debts, and the countries that are indebted to us are not even
paying the regular Interest of 414 per cent according to the
understanding upon which they borrowed the money. I say
it 1s all a part of this great system of assisting those with
great wealth.
LOOKIXG BACEWARD

Mr, President, I can look into the future a few years, when
I probably shall have passed my three-score and ten of allotted
years, and as an old man I shall hear discussed this period of
American history, and I shall hear discussed the betrayal of
the interests of the masses of the American people by those
now in charge of the Government, I ghall hear stories told
of how those in charge of the Government, beginning with the
millionaire Secretary of the Treasury, whose income ran into
the millions annually, supported by a President in the White
House who in his quiet but scheming way assisted in every
g)as[ble manner and then, supported by the leaders in the

onse and Senate, Mr. GreEN and Mr. Bmoor, established a
taxation system that freed great wealth from bearing its pro-

rtionate share of the tax burdem resulting from the war.

hey will tell how it was brought into the House of Represen-
tatives and the high taxes on great f cut tremendously
and the inheritance taxes cut 50 per ‘ceht. Then they will
explain that when the bill came to the Senate, the Senate
Committee approved of all the other cuts of taxes on great
wealth and abolighed the inheritance tax entirely.

After that legflth of time has elapsed this millionaire tax
reduction bill will be gseen to have been only part of a series
of governmental manipulations and machinations in the inter-
est of the concentration and consolidation of great wealth
under the contrel of a small number of wealthy men in this
Republic. In those days they will tell the story of the legis-
lation t compelled great rallroad corporations in this coun-
fry to consolidate. They will show how the Federal Trade
Commission, originally established to prevent monopolies, closed
its eyes to monopoly and connived, if it did not openly permit,
the greatest combination of capital the world has ever known.
They will tell how the Tariff Commission was changed from
an independent body into an organization that served these
interests, and the great trinmverate of that story, the big
three who sat behind the scenes of action and pulled the
strings that manipulated the whole scheme, will be none other
than the biggest millionalre in our day, the Secretary of the
Treasury, Mr. Mellon; the President, Mr. Coolidge; and the
genial leader from Utah [Mr. SBumoor]. It will be truly re-
corded that they did a wonderful job, and I congratulate them
now upon the perfection of their work, which will rot be real-
ized entirely until a later day. If I were on their side, I
could not conceive of how it could be more completely and
more perfectly accomplished than they are now doing it.

On such oceasions, as an old man, I shall git and listen and
reflect upon my career in this body. I shall sometimes arise
and say, “I was in the SBenate then. I knew those men. I
assoclated with them almost daily. They forgot the interests
of the milllons and served the interests of the few, and the
political and economie ills that resulted from their action
shonld be henceforth and always a warning against such a
betrayal of the people’s interests in the future history of this
Republie.”

. TIDE WILL TURN

I shall not attempt to-day to be such a prophet as to try to
tell you how the people will overthrow this gystem long before
those years have passed. I only know that when the pendulum
of public sentiment swings to the other extreme the people will
go to the polls and by their votes will rebuke the betrayal of
trust that I have déscribed. ;

Let no man think that this tide of reaction that now dnlls
the public¢ sentimént of the masses into Indifference is a perma-
nent state of affairs. Let no man think that these monopolies
and billion-dollar corporations controlling the food of the
country, the industries of the country, and the resources of the
country will be permanent in America, or that a few men shall
confinue permanently to exploit the hundreds of millions of
people and those who come after them.

No, sir; I say to you the pendulum will swing the other way,
and at a Uifle later period—it may be two years, it may be five
yvears, but it will not be long—the magses of the people of
America will understand this situation. They will know who
the men responsible for it are. When they do understand and
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when they do know, they will act and act declsively. God
grant that the reaction, when it comes, may be peaceful,
orderly, and constitutional.

BILL BOTH GOOD AND BaD

Mr, President, I know that there are some good provisions in
this bill; but the bad things in it that give an advantage to
great wealth are such that they balance, If not overbalance,
whatever good things are in it and a Senator can justify vot-
ing either for or against its final passage. The publicity of
income-tax returns is only one feature of this legislation; but
it is a fitting part of a scheme that makes the Government the
assistant to monopoly and consolidations of business, rather
than the protector of the people against monopoly and consoli-
dation,

Mr. LA FOLLETTE. Mr, President, I do not intend to de-
tain the Senate long in discussing the amendment offered by
the Senator from Nebraska [Mr. Norris]. I do, however, be-
Jieve that the experience of the State of Wisconsin under a
similar provision of law is in point,

The provision of the Wisconsin law regarding Income-tax
returns 1s substantially that now proposed in the amendment

offered by the Senator from Nebraska [Mr. Norris]. The pro-
 visions regarding secrecy of income-tax refurns were repealed

in chapter 39, Laws of Wisconsin, 1923, At the time this
provision was under discussion there the same arguments

which are raised against® the adoption of this amendment

were brought forward.p the Wisconsin Legislature. It seems
to me, therefore, that fhe experience of the State slnce that
time has bearing upon the consideration of the present amend-
ment and what may be expected should it be written into law.

In that connection I desire to read two telegrams which I

have received concerning the experience of the State of Wis-
consin since the income-tax returns have been treated as ounr
other public records in that State. The first is from Hon.
John J. Blaine, Governor of the State of Wisconsin, and I read:

Fears created by repeal of secrecy clavse in Btate income tax law
were unfounded and there is no demand to relnsiate secrecy clause,
Benefits flowing from publicity of income-tax returns have been sub-
stantlal and direct. Greater care has been taken in makink income
returns by taxpayers, resulting in more accurate and full returns of
fncomes. FPublicity of income-tax returns has promoted generous and
valuable assistance fo income-tax officers by the public. Susplelon
that prevalled under secrecy clause has been swept aslde as tfax-
payers now know that they may know whether their neighbors make
full and accurate returns. Carefulness and honesty in making Income
returns has been promoted. The most significant faet I3 that since
repeal of secrecy cluuse Income-tax field auditors have been unable to
find back income taxes withheld in any way comparable with amount
of back income taxes withheld under secrecy clause,

The second is from Hon, Herman L. Ekern, attorney general
of the State of Wisconsin. For the informatlon of the Senate,
I read his telegram:

The Wisconsin law wiping out all provisions for secrecy of Income-
tax returns has been in force since April 16, 1923, Hon. Carroll
Atwood, now chalrman and member of the Wisconsin Tax Commission
since 1021, states that the present law operates beneficially, has re-
sulted in no serlous abuses, and that experlence has been such that
there {8 no general demand for restoration of the secrecy clause, I
agree fully with his coneclusion. It {s certain that the freating of
income-tax returns the same as other public records dlscourages viola-
tions or attempted evasions of the law, indlcates necessary readjust-
ments of taxes and other laws, promotes honesty In administration,
and Inspires public confidence in the integrity of those who administer
the law. In Wisconsin the studies of income-tax returns made possible
by the removal of the secrecy c¢lause has disclosed in a striking way
the excessive total tax burdens borne by farmers and the great mass
of home owners when thelr total taxes are compared with their total
incomes. It has also exposed in a concrete way the most vociferous
opponents of income taxation as those who enjoy the very large profita,

As suggested in the telegram which I have just read, Hon,
Carroll D. Atwood, chairman of the Wisconsin Tax Commission,
has made the following statement:

Comparatively few Instances in which income-tax returns have been
examined since the secrecy clause was repealed, but an increasing
vumber of such examinations made In recent months. There is no case
of known misuse of these returms, and publicity feature has in no
manner interfered with the administration of the law,

The Wisconsin Tax Commisslon has placed no restriction
whatsoever upon the examination of income-tax returns except
to insist that these returns must be examined in the office of
the commission. It has, however, allowed parties to freely
make copies of these returns if desired. Nor has it demanded
that it be advised of the purpose of examinations made, but
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in most instances the parties have voluntarily given this infor-
mation to the tax commission. I am advised that the most
surprising feature has been that only a comparatively small
number of returns have been examined by anyone. There are
no known instances of examination of income-tax returns by
credit men, whom it was anticipated by opponents of the pub-
licity provision would make extensive use of these refurns.

During the period of great profits from 1916 to 1920 an sudit
conducted by the tax commission showed wholesale under-
statements in the income-tax returns made to the Wisconsin
Tax Commission. This fact is established by the audits, which
resulted in the assessment of $3,500,000 of back income taxes,
As suggested by the governor in his telegram—

carefulness and honesty in making Income-tax returns hag been pro-
moted [by publicity], The most significant fact s that since the
repeal of secrecy clause income-tax field auditors have been unable
to find back income faxes withheld in &ny way comparable with amount
of back income taxes withheld under secrecy.

As has been frequently stated in the debate npon this amend-
ment, the compromlse provision for partial publicity provided
in the 1924 act was an ineffectual measure. It provided merely
for the publication of the total tax paid and in no way met
the sitnation.

The publication of the amount of tax paid does not bring
to bear upon the income-tax returns of individuals the moral
effect of public serutiny. Individuals and corporations maki
income-tax returns under the existing provision knew full well
that their returns were not available for inspection, and the
compelling force of the knowledge that thelr income-tax return
would be subject to inspection was entirely lost.

Both the Ways and Means Committee of the House and the
Finance Committee of the Senate failed to offer anything but a
negative argument. The Finance Committee says on page 7
of its report:

With no evidence hefore it of any useful purpose sérved, the com-
mitiee recommends the repeal as proposed in the House bill,

The Ways and Means Committee of the House states on page
9 of its report:

The Treasury Department informms your committee that no useful
purpose has been served by the publication of the amount of income
tax pald by the various taxpayers. The committee therefore recom-
mends its repeal,

It is hardly necessary to point out that nelther the statement
of the Finance Committee nor of the Ways and Means Com-
mitfee is an argument in point against the present amendment.

To my mind the experience which the Federal Government
had in the sixtles is much more In point. At that time there
was ne provision for secrecy in the income fax laws. An edi-
torial which was quoted upon the question, when it was under
consideration during the debate upon the 1921 tax bill when
an amendment was proposed by Senator La Follette, is worthy
of repetition at this time. The editorial was written by Horace
Greeley In the New York Tribune of May 24, 1868. I read it:

The Evening Post has a Washlngton dispatch which says:

“The Committee on Ways and Means have agreed to an amendment
of the tax bill providing that lsts of income shall not be published nor
furnished for publication, but they shall be open to private inspectlon
at the office of the collector.

“We wonld like to bellevae this untrue. We believe that publicity
given to the returns of income submitted by indlviduals to tax gath-
erers has already put millions of dollars In the Treasury and gome far
toward equalizing the payments of the Income tax by rogues with that
of honest men and saved thousands from being imposed upon and swin-
dled by false prefenses of solvency and wealth, made on purpose to
Incur debts preordained never to be paid. The knave who sought credit
on assumption of wealth belled by their returns of incomes, of course,
hate publicity glven to those returns, but why should any honest man
seelt to pass for any more (or lgss) than he is worth?"

In another editorlal, written January 26, 1865, the New York
Tribune says:

We learn that the publishing of the lst of Income taxpayers in this
city, against which them has been so much absurd outery, is likely to
prove beneficlal to the revenue as well as to the consclences of some of
our “ best citizens.,” Already, as we understand, considerable sums
have been returned to the assessors and pald to the collectors by per-
sons who have discovered * errors " in thelr original returns of incomes
since the publication of the lists referred to, and assessors have re-
ceived valuable information in reference to the incomes of some gentle-
men who should but have not yet amended thelr returna,

The fight continued to prohibit publicity of income-tax re-
turns, and ﬁnn]lg in 1870 those seeking secrecy were successful.
Following the adoption of secrecy in that year, the number of
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returns decreased, and presumably the amount of tax, more
than 20 per cent. I quote from Senator La Follette's speech on
that occasion:

The statlstics published by the Internal Revenue Burean are such
that comparisons in all the classes of Incomes taxed are not possible,
but a comparison of the returns of thoge reporting incomes over $2,000
ie almost eonclusive,

In 1870 when the returns were published, the number showing in-
comes over $2,000 were 94,887, In 1871 when publicity was prohiblted,
the pnumber fell to T4,000—that is, from 94,000 to T74,000—then to
72,000 in 1872, and this In spite of the fact that, as shown by indl-
vidual bank deposits, bank clearings, ete, 1871 and 1872 were more
prosperous years than 1870, Similarly in North Carolina, when the
Income-tax returns under the Btate law were published by the Hon.
Josephus Danfels In his paper, the News and Observer, the tax collec-
tions immediately more than doubled.

In the previous debates upon this vitally important subjeet
the remarks of former President Harrison have been quoted,
but before the Senate votes upon this proposition again I think
that excerpts from his address delivered before the Union
League Club of Chicago on the 224 of February, 1898, are
worthy of the serions attention of this body:

» L L] - - L] -

The special purpose of my nddress to-day 1s to press home this
thought upoen the prosperous, well-to-do people of our communities, and
especinlly of our great citles, that one of the conditions of the security
of wealth is a proportionate and full contribution to the expenses of
the State and local governments. It 1s not only wrong but it Is unsafe
to make & show in our homes and on the street that is not made in the
tax returns.

It is n part of our individual covenant as citizens with the State
"that we will honestly and fully, in the rate or proportion fixed from
time to time by law, contribute our just share to all public expenses.
A full and conscientions discharge of that duty by the cltizen is one
of the tests of good clitizenship. To evade that duty is a moral
delinquency, an unpatriotic act. * * * 1 want to emphasize if 1
can the thought that the preservation of this principle of a pro-
portionate contribution, according to the true value of what each man
bas, to the public expenditures is essential to the maintenance of our
free institutions and of peace and good order in our eommunities,

Mr. Lincoln's startllng declaration that this country shounld not
continue to exist half slave and half free may be paraphrased to-day
by saying that this country can not countinue to exist half taxed and
half free.

We have too much treated the matter of & man's tax return as a
personal matter,

We have put his transactions with the State on much the same
level with his transactions with his banker, but that {8 not the true
basis, HEach citizen hag a personal interest, a pecunfary interest, in
the tax return of his neighbor. We are members of a greater partner-
ship and it 18 the right of each to know what every other member is
contributing to the partnership and what he 1s taking from it.

Prof, C. (. Plehn, in his book " Introduction to Public
Finance,” has something to say concerning the publicity of
income-tax returns, Before reading it, I wish to remind Sena-
tors that Professor Plehn is one of the leading tax authorities
of this country. For 25 or 30 years he has been connected
with the University of California. He is a former president
of the Ameriean Economic Associatlon and of the National
Tax Conference:

To a people unaccustomed to an income tax It may seem that one's
income 1s a very intimate, personal, and private affair, and there 1s &
natural dread of letting one's business rivals know one's busginess,
But as a matter of fact the Income-tax statement or return would
be no more likely to be examined out of sheer curiosity or for pur-
poses of gossip than are the property-tax returns, about which no such
vell of secrecy Is drawn; and the business rival generally has better
information already than he could possibly obtain from the returns.
Against such dark secrecy it may well be urged that it is very im-
portant to feel assured that all incomes—my neighbors as well as
mine—are falrly and truly assessed, a thing that can never be If the
final assessments never see the light of day. Fear of publicity is a
bogle man. This does not mean, however, that publicity should be
used as a means of duress, to force assessments In excess of what is
right, just, and equal.

Mr. President, we have general Federal statutes making pub-
lic all records of the Government. We have State statutes
providing that Btate records shall be public records. General
property tax returns in every State In the Union are public
records. There is no compelling argument based on sound gov-
ernmental policy for making a special secrecy provision re-
garding Federal income-tax returns. No man has any right,
no man should want to conceal the amount of his income un-
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less perchance there is something false in his return or unless
?e is ashamed of the manner in which he has accumulated his
ncome.

As has been pointed out in this debate, a provision similar t
the one now pending was adopted in this body by a vote J
27 to 47 in 1924,

I point out that not only has there been no change in the
situation since that time which would justify any man in
changing his vote upon the proposition, but on the contrary
the evidence produced by the select committee which has gone
into the sitnation in the Internal Revenue Burean more than
Justifies the action which was taken at that time. It seems
to me that the startling facts produced by the committee should
furnish any Senator with an open mind, who will study- the
question, ample evidence that the amendment should be
adopted.

I trust that the amendment offered by the Senator from
Nebraska will be agreed to. I hope that those Senators who
stood foursquare on this proposition in 1924 will consider care-
fully the evidence presented in the debates and set forth in
the report of the eommittee which was headed by the able
Senator from Michigan. If they do I am certain this amend-
ment will prevail.

Mr. SHIPSTEAD obtained the floor.

Mr. SMOOT. Mr. President, if the Senator from Minnesota
will yield to me, I desire to offer a unanimous-consent agree-
ment, and I am asking the Senator to yield because a number
of Senators want to know whether it is going fo be accepted
or not. .

Mr. SHIPSTEAD. T yield for that purpose.

Mr. SMOOT. 1 offer the unanimous-consent agreement,
which I send to the desk,

The PRESIDING OFFICER (Mr. Herrix in the chair)., The
clerk will read the proposed unanimous-consent agreement.

The Chief Clerk read as follows:

Ordered, by unanimous consent, That on the calendar day of Mon-
day, February 8, 1926, at not later than 7.30 o'clock p. m., the
Benate will proceed to vote without further debate upon the amend-
ment priposed by Mr. Nomrris to the bill H. R. 1, the revemue hill,
to strike out, on page 118, all after the word “ records,” in line 1, down
to and including line &, and insert in lleu thereof, * and shall be open
to examination and inspection as other public records under the same
rules and regulations as may govern the examination of public docu-
ments generally ; " and then, npon the reported amendment on page 118,
beginning in lne 2, before the word “ shall,” to strike out * but they "
and insert “ but, except as hereinafter provided in this section and
section 1203, they.”

The PRESIDING OFFICER. Is there objection to the pro-
posed unanimous-consent agreement?

Mr. NORRIS. Mr. President, I make no objection if the
Senator wants to vote on the pending amendment at 7.80, but
what is the latter part of the proposed agreement?

Mr. SMOOT. To vote on the committee amendment follow-
ing the vote on the Senator's amendment.

Mr. COUZENS. The committee amendment is the same as
the House text?

Mr. SMOOT. No, we have Inserted the words “ except as
hereinafter provided in this section and seetion 1203.”

Mr. NORRIS. I have not any objection to either proposi-
tion, but there may be other Senators who want to debafe the
question. Why does not the Senator simply offer an agree-
ment that we vote at 7.830 p. m. on the pending amendment?
So far as I know, there will be no objection to that.

Mr. SMOOT. My object in asking unanimous consent was
to have final action on the section.

Mr. WATSON. Does the Senator from Nebraska have any
objection to cleaning up the whole section when we vote?

Mr. NORRIS. Probably not, but I would not like to say
before my amendment is disposed of. If might interfere with
some other Senator’s intentions., We have not been discussing
the commiftee amendment at all. Some one might want fo
discuss it. I am frank to say that I do not know of anybody
who does want to discuss it, but in the absence of Senators I
would dislike to make that kind of an agreement.

Mr. SMOOT. The committee amendment is nothing more
nor less than a reference to the point in another section.

Mr. NORRIS. Oh, yes; but there may be debate on the
amendment after all

Mr. COUZENS. May I say to the Senator from Nebraska
that I have talked to most of the Senators who are Interested
and I do not think there will be any such debate.

Mr. NORRIS. If that be true then I have no objection, but
what is the nse of doubling it up now?

Mr. SMOOT. I simply want to know whether we are going
tu get through with the section to-night, or not.




Mr. NORRIS. The only way to find out is to have the
unanimous consent granted that we vote at 7.30 on the pending
amendment, and we may then vote on it all.

Mr. SMOOT. Very well; I will agree to that.

Mr. WALSH. Does it mean that we vote at 7.30 or at any
time between now and 7.307

Mr, SMOOT. The unanimous-consent agreement reads, * not
later than 7.30."”

Mr. NORRIS. I think we had better fix it definitely at 7.30.

Mr. WALSH. As it reads now the vote might be taken
at any time between now and 7.30.

Mr, SMOOT. Make it “at 7.80" and then there will be no
ohjection by anyone.

Mr. COUZENS. Let us have it read again.
just how it reads.

The PRESIDING OFFICER. The clerk will read the pro-
posed unanimous-consent agreement as modified.

The Chief Clerk read the modified unanimous-consent agree-
ment, as follows:

Ordered, by unanimous consent, That on the calendar day of Monday,
February 8, 1826, at 7.80 o'clock p, mr., the Benate will proceed to vote
without further debate upon the amendment proposed by Mr. NOrmis
to the bill H, R. 1, the revenue bill, striklng out on page 113 all
ufter the word *“records” in line 1 down to and including llne 3§
and Inserting in lieu thereof *and shall be open to examination and
Inspection as other public records under the same rules and regulations
as may govern the examination of publle documents generally.”

The PRESIDING OFFICER. Is there objection?

Mr. SHORTRIDGE. Why can we not make it 7 o'clock in-
stead of 7.307

Mr. COUZENS. I will state to the Benator from California
that some Senators have gone to dinner, and I told them there
would not be a vote before 7.30.

Mr. SHORTRIDGE. Very well.

The PRESIDING OFFICER. The Chair hears no objection,
and the unanimous-consent agreement is entered into. The
Senator from Minnesota will proceed.

Mr. SHIPSTEAD. Mr. President, on page 25 of the Treasury
report dated November 20, 1924 —nearly six months after the
President signed the bill—Secretary Mellon officially told the
country :

The revenue act of 1924 will reduce tax recelpts over $430,000,000
annually, it is estimated, and in addition some of the sources of
revenue doring the past few years, such as realizations on war assets
and back taxes, are rapldly becoming exhausted.

From the information available, it is apparent that the Sec-
retary of the Treasury was off in his guess about $474,000,000.
Where the Secretary fell down on his revenue prophecies was in
overlooking the effect of publicity on the tax dodgers. Both
the President and Secretary told the country that publicity

I am not clear
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would cut down tax receipts. Moreover, they dreamed that
they had publicity blocked by administrative measures, despite
the publiclty provisions enacted by Congress. When the courts
dismissed the injunctions against the press the administration
prophecies failed. Then it came to pass, as the Bible foretold
2,000 years ago:

If there be prophecles, they shall fail

The Senate, it will be recalled, amended the 1924 revenue
bill with three excellent publicity provisions, every one of
which was fought by the Becretary of the Treasury and his
Senate followers and afterward condemned by the President
}n his message, Those three publicity measures were as fol-
ows ;

First. The Norris amendment making income-tax returns
publie records, subject to public inspection, like the tax records
of the 48 States.

Second. The McKellar amendment making tax refunds and
abatements public records.

Third. The Jones-Walsh amendment making the proceedings
of the Board of Tax Appeals public records, with public hear-
ings, and published proceedings available throngh the Govern-
ment Printing Office. As the President complained, the Senate
made the Board of Tax Appeals almost a “court of record,”
which apparently was not the administration plan.

Thus, the revenue act of 1924 embodied an effective revenue
producer, the most persnasive and practical in the world,
namely, publicity, and applied publicity to every step of the
revenue process: Tax returns, tax refunds, and tax appeals.
The veil of secrecy safeguarding the tax dodgers was torn
away. The shroud of mystery screening $1,000,000,000 of tax
refunds and abatements in three years was torn off the Treas-
ury windows, The plan to make the Board of Tax Appeals
a secret vault for tax-reduction claims was defeated.

These were the revenue producers that our Napoleons of
finance overlooked.

Now arises the practical question, Who were the tax dodgers
that publicity smoked out?

I apprehend that the Treasury itself has exposed thiem, per-
haps inadvertently, I presume Members of the Senate have
in their offices, not on their desks, an invaluable analysis
issued by the Treasury, under the caption, “ Statistics of in-
COQE’SG from the returns of net income for 1923,” published in
1925. .

I wish to call attention to a table that is found in the report
on page 17. It is a table giving the total, by States, of the cor-
porations reporting no net income and at the same time having
pald something like $500,000,000 in dividends. I ask unanimous
consent that the table may be printed in the Recorp.

The PRESIDING OFFICE Without objection, it is so
ordered.

The table is as follows:

TABLE 8.—Corporation returns—Distribution by States for the United States
[Income returnad for the calendar year ended Dec. 31, 1823]

Corporations reporting no net income
States and Territories Dividends
Number | Per cent | Gross incoms Deduction Deflcit

Cash Stock
Alabama, 1,247 34.60 $79, 508, 004 $86, 703. 786 #7, 225, 661 $363, 68 $10, 708
Alaska 70 50.72 1, 305, 579 1, 522, 839 217, 260 TP e koS LI
Arizona 1,014 64.93 30, 265, 588 85, 817, 807 5, 851, 722 166, 088 20, 700
e e e RS AS 8502 |  400) | 1081648 | L uaSILAD | o090 o82 85716 05 703
ormia. GRELA 25, 1 703
Colorado. 708 ﬁd 175, 508, 200 201, 808, 854 25, 414, 654 5, 438, 025 15'3*“’;. 173
Connecticut. ... 119 88,58 482, 077, 6053 519, 672, 450 87, 504, 8534 7, 556, 417 75, 740
Delaware. _............. i 528 47.31 48, 161, 704 57, 48, 274 0, 086, 570 2 gzg. 541 760, 060
strict of Columbia =4 652 41 40 48, 092,317 53, 330,053 B, 237, 736 ), 001 75, 000
da__ 1,887 43.34 78, 608, 312 90, 463, 750 11.355.447 * 935,601 380, 634
Georgla. 1,869 37. 66 160, 408, 503 177, 492, 937 £, 906, 464 2,677, 533 1,074,387
i 81y e R SG m 37.88 18,018, 652 19,494,472 1,475, 820 LHLIE L
Idaho 111 58. 95 89,037, 882 , 378,170 5, 320, 288 ALY ) S L
Tlinols. £ 801 86.85 | 2,080,948,250 | 9,817,472, 023 136, 524, 673 12, 029, 788 24,350, 398
Indiana . 3,678 8537 324,210,913 350, 230, 018 86, 019, 103 4,206, B4 1,291,349
Towa... 8, 548 80.31 222, 390, 726 245, 433, 161 23, 042, 435 2,711, 696 686, 093
Kansas_ . 1, 41 80.40 184, 240, 432 208, 773, 160 17,632, 728 B, 404, 080 870, ToT
entucky. 1,772 | 8439 | 133 990,203 147, 254, 003 13, 264, 642 1, 825, 024 138, 454
siana. 2,268 44.39 254, 508, 881 277,631, 531 23,034, 850 2,019, 899 700, 761

aine. .. 1,206 30,31 133, 218, 190 143, 539, 207 10, 320, 017 739, 024 BB4,

Maryland 1,973 41,25 109, 168, 260 215, 470, 109 16, 301, 840 2,258, 354 10,
tis_ 6,375 40.10 | 1,102 622 31 1,318, 285, T4T 1265, 643, 432 14, B38, 517 1,107, 750

Michign. oo oot 4, 880 40,00 468, 049, 538, 007, 451 70, 047, 812 10, 397, M7 6, 858,
Minnesota_ 4,773 45,18 465, 878, 208 501, 839, 434 36, 011, 169 4, 976, 478 2,857, 251
Mlsslmu:pl_- 552 30.58 48, 575, 559 53, 365, 204 4, T80, T35 TR OIS b s ioita
Missou — B, b4 38,07 817, 221, 554 668, 430, 540 B1, 267,988 20, 030, 842 4,950, 347

G - e e e 241 83,15 80, 078, TO7 73,821,912 12,343,113 880, 763 10,
o B 4E| Ras) maim dan) e we
L3 SR S o 1 e L L A P S N RN L Mk 8 SN & B IR R b SRR R TR S | g E RO
Now HIRpalre <o 5 o i e L e S e o ] Wil B® ®, 282, 367 80, 798, 147 2, 515,730 400, 603 %20, 87
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TaBLE 8.—Corporation returns—Distribution by Blates for the United States—Contlnued .
Corporations reporting no net income
Btates and Territories Dividends
Number | Per cent | Gross income Deduction Defleit
Cash Btock
New Jersey- . 4,042 37.83 $605, 263, 102 $650, 009, 722 $53, 748, 530 $11, 847, 859 $050, 131
New Mexico. 528 85, 51 13, 781, 881 16, 873, 928 2, 804, 045 b1 5T el et
New York. ... e e 29,015 41.53 | 5425, 060, 275 | 6,963,424, 812 B37, 435, 537 100, 664, 060 14, 415, 260
North Carolina. 2,177 30,36 141, 622, 805 163, 277, 034 11, 855, 029 1,131,735 219, 840
N R B o T Tt 1, 604 b4. 59 47, 785, T4 53, 113, 974 5, 348, 250 1, 909 25, 809
Ohio-_. .. 339 ﬂ 74 | 1,048 538 T37 | 1,167, 535, 136 118, 096, 290 24, 150, 367 B8, 388, 784
Oklahoma . __ 5 004 . 19 340, 075, 520 304, 118, (21 54, 042, 501 10, 575, 676 2,102, 206
R e T T T = e 2,709 61,10 142, 873, 528 157, 344, (A1 14, 470, 563 1, 548, 385 1, 676, 383
Pennsylvania. X 9,178 40,51 | 1,462, 337,416 | 1, ?Wy 113, 617 186, 776, 201 23,778, 685 23,929,110
Rhode Island . _____________ 912 38.76 116, 864, 732 42, 208, 801 25, 344, 080 O 148,485 |, .o i Ll L
Bouth Carolina 1,803 43.23 85, 863, 018 83, 600, 970 7,827, 052 1, 668, 246 203,311
D L N e gt 1,320 46.22 38, 254, BOT 43, 317, 024 4,062, 127 353, 244 50, 568
Tennessee. ... s 170 36. 54 205, 544, 529 221, 185, 814 15, 591, 285 1, 048, 905 315, 480
I T ArpOs s e %,954 38.60 812, 623, 189 £81, 384, 461 68, 481, 272 16, 643, 413 2, 085, 896
T I AEAREE 1,677 SL.79 85, 310, 086 " 78, 448, 334 8,137,648 L4808 Lo
Vermont._. 2 g 283 27. 26 21, 678, 086 24, 581, T8 2, 953, 609 P SRR
Virginis. . ... 2046 87.70 217,472, 020 305, 108, 083 27, 638, 063 1, 662, 933 165, 100
‘Washington - 4, 902 50.09 209, 48, M8 230, 052, 001 26, 5083, 053 2,831, 674 21, 91
W i L i e L e 1,074 39.00 2(7, 208, 816 227, 225, 213 20, 018, 457 S:wzlm 308, 1
in i = 4,918 38.42 314, 715, 621 862, 320, 582 87, 604, 961 761, 886 863,

Gy s S P = L A e 889 54.34 28, 511, 679 3, 168, 446 &, 656, 767 874,029 35,175

Grand total United States. ... 1685, 54 41.51 | 21,106, 184, 230 | 23, 118, 739, 217 | 2,013, 554, 087 B48, 408, 086 104, 118, 451

Mr., SHIPSTEAD. BSenators will note that the Treasury
here presents an exhibit, by States, of 165,594 corporations, or
41.51 per cent of the corporation total, that report to the
Treasury “no net income.”

But in parallel columns appears the astounding fact that
these same 165,000 corporations *reporting no net income”
pay $348,498,036 in cash dividends and issue on top of that
$104,118,481 of stock dividends.

Having discovered a fruitful possible source of increased
revenue, the problem now before us is to ascertain if this
productive source actually contributed to the increased revenue
of 1925. As the calendar year is now finished, but the final
report thereon will not be available for some time, the solution
of the problem at first blush appears a trifle difficult.

But here again the Treasury, perhaps again by inadvertence,
helps us to the solution. On the second floor of the main Treas-
ury building, a few doors down the hall from the chief clerk’s
office, there is a large transparency painted “ Information™ If
you step into the “information ” office, a charming young lady
will hand you the monthly summary of income-tax receipts.
This summary will show an analysis of the income-tax returns,
differentiating corporate income-tax receipts from personal re-
turns. We now have an opportunity to discover the source of
increased income-tax revenue for the present calendar year by
months.

Income taxes pald are on the third and fourth iustallments
of corporations and other large income taxpayers. The small
taxpayers paid their taxes on March 15. So we know that
the small taxpayers got the reduction that the Senate voted
them under the “ Simmons plan,” for the March 15 tax payments
in 1925 are much below a year ago, notwithstanding the in-
creased revenue undoubtedly contributed on the first install-
ment payments of the corporations and large incomes.

The significant figures which prove beyond controversy that
the revenue inerease for 1925 is from corporations I ghall now
lay before you.

I have here a photostatic copy of a compilation of revenue
collections from July 1, 1925, to October 31, 1925, the first four
months of the fiseal year beginning July 1 last.

. This Treasury chart shows that income-tax receipts for the

four months July 1 to October 31, 1925, were approximately
£460,000,000, an increase of $27,816,341 over the same months
last year. But the striking point which the Treasury chart
further brings out is that the increase is wholly from the
source corporation income taxes.

During this four-month period corporations paid on income
in 1925, $253,482,519, against $225,187,861 in 1924, an increase
of $28,294,657, or 12 per cent, in four months.

As the quarterly installments presumably are comparatively
vniform, there was a similar rate of increase in corporation-
tax receipts on March 15 and June 30, and likewise during
December. It is plain that corporations are paying into the
Treasury at least $100,000,000 more this year than last year.

Individual tax payments on the quarterly installment basis,
presumably on the larger incomes, appear to be about the same

this year as last. During the four months following July 1,
1925, individual taxes were $204,441,473, against $204,919,789
last year, a difference of only one-fourth of 1 per cent.

Therefore the tax reduction shown in March 15 returns was
wholly due to tax relief for small incomes. Iinal analysis
by the Internal Revenue Bureau after the year's returns shall
be complete will probably show that small incomes not availin
themselves of the quarterly installment payment plan reallzeg
a total relief of possibly $100,000,000 in their annual tax bur-
den. Larger individual incomes will show little change, while
the corporations contributed the entire volume of revenue gain.

There is yet one point to be examined before we may logi-
cally maintain that the corporate tax dodgers reported in
Treasury Table 8, already mentioned, the 165,000 reporting
“no income” and yet paying $450,000,000 in cash and stock
dividends, are the taxpayers who “came across.” That point
is, Did the corporations of the country do a bigger and more
profitable business in 1924 than in 19237 In other words, did
they ha;re a greater income on which to pay taxes in 1925 than
in 1924

Again the administration affords us with the economic an-
swer, This time the conclusive information is furnished us
first by the Federal Reserve Board—of which Secretary Mellon
himself is the ex officio head—and we have this information
reinforced by the figures furnished by the Commerce Department.
The Federal Reserve Bulletin and the Current Survey of Busi-
ness by the Commerce Department both testify conclusively
that 1924 was materially behind 1923 in the country’s industrial
activity and volume of business, fully 15 per cent behind in pro-
duoction of the leading manufacturing industries, and over 10
per cent behind in the total level of employment. Moreover,
1924 showed a decline in prices in substantinlly everything
excepting wheat—and wheat is not yet produced to any marked
extent by corporations.

Take the Commerce Department survey of 1924, compared
with that of 1923, as to production in the leading industries.
I have here Hecretary Hoover's excellent Survey of Current
Business, and 1 have obtained from that report some very inter-
esting fignres showing the comparative prosperity of the cor-
porations of the country in 1923 and 1924, The survey was
issued February, 1925, and compares business conditions in
1924 with those of 1923 and other years. A digest of similar
data appears in the Federal Reserve Bulletin.

Pages 43 to 49, likewise pages 8 and 7, are devoted to the
iron and steel industry, which is presumed to be the great
economic barometer.

Iron ore shipments dropped from 59,200,000 tons in 1923 to
42,452,000 in 1924, a decline of 16,000,000 tois, or over 25 per
cent. .

Pig iron production in 1924 declined nearly 25 per cent.

Steel ingot production fell off in 1924 about 20 per cent.

United States Bteel Corporation orders dropped over 80 pet
cent.

Wholesale prices of iron and steel averaged in 1924 10 per
cent below the tariff-inflated prices of 1928, and there was a
further decline in exports.




3520

Page T of Secrefary Hoover's survey shows parallel declines
in industrial production along pretty much the whole line, as
follows :

In the textile industries, wool consumption dropped from
641,000,000 pounds in 1923 to 537,000,000 in 1924—a decline of
over 100,000,000 pounds, or 16 per cent. Cotton consumption
fell off over a million bales, also about 16 per cent. Produc-
tion of fine cotton goods declined in 1924 by over a million
pieces, or about 20 per cent.

Bituminous coal production in 1924 was 96,000,000 tons, or
about 16 per cent below 1023. There were also much lighter
tonnages of anthracite and coke. Crude petroleum showed re-
duced production in 1924, and gasoline production fell off over
80 per cent.

Locomotive shipments in 1924 were reduced, and automobile
production dropped over 10 per cent—the first material decline
in years.

r13‘7119 industrial list of restricted production in 1924 conld be
widely extended, but the fundamental indices, iron and steel
and fuel, tell the story for the whole. There were exceptions,

" guch as building operations and stock market ind produce mar-
ket inflations along about election day; but the bursting mar-
ket bubbles in February and March following exploded the
* prosperity ” pretenses when the full industrial history of 1924
was divolged in the yearly reports.

Every Government official exhibit of 1924 business, after the
annual returns of industrial produetion were finally reported,
showed a radieal reduction for 1924 as compared with 1923.

That brings to mind the report that came from New York
in the Bunday newspapers that brokers' loans carried by banks
now total $3,500,000,000. That amount is $1,400,000,000 more
than was reported on March 6, 1924, and #%1,500.000.000 more
than was reported in February, 1920, which marked the high
peak of after-the-war speculation. We have now a greater
inflation than we had after the war, a period of inflation
marked by a tremendous rise in values, particularly in the
stock market, That started when the Federal Reserve Bank
of New York on May 1, 1924, cut the rediscount rate to 4 per
cent; later cut it to 814 per cent, and in August, 1924, just
before the election, eut it to 8 per cent, and when call money
went to 2 per cent and brokers’ loans increased in Wall Street
from the 1st of August to the Ist of March something like
$700,000,000.

OFf course, we have an inflation in values and in the stock-
market gambling profits, and some people call that prosperity.
Tnder the pending tax bill the high surtaxes are eliminated,
and those who make tremendouns fortunes running into the bil-
lona of dollars will now eseape their just shave of taxes on
wealth that they have never themselves produced but have
merely collected this wealth from others through stock gam-
bling In an orgy of inflation of credit for speeunlation.

I thought it was a rather interesting spectacle to watch the
debate upon this tax bill. We spent something llke a week
trying to prevent the Government from collecting just taxes
from the profits of those who made tremendous profits in the
speculative market, and at the same time, on last Saturday,
we spent practically a whole afternoon in trying to eompel the
farmers to pay taxes, not upon their profits but on their losses,
when the Senate debated the question of the exemption of
mutual farm-insurance companies.

The story in a nutshell is revealed by the employment tables
published by three Government authorities : The Labor Bureau,

e Commerce Department, and the Federal Reserve Board.

d here is the employment record.

I am now comparing the prosperity of corporations In 1923
with 1924 :

Iron and steel employment in 1924 is 14 per cent below 1923.

Textile employment is 12 per cent below 1923.

The entire industrial group covering all industries in 1924
is 10 per cent below 1923.

With lower average prices in 1924 than in 1923, there is only
one conclusion possible, and that is that the industrial and
thereby the corporate income of the country for 1924 was below
that of 1923 by a heavy margin, .and therefore that there was
less corporate Income in the country in 1924 to pay 1925 in-
come taxes than the year before.

Our circumstantial case, Mr. President, is therefore com-
plete.

1. Corporation income taxes paid In 1925 on 1924 income
are $100,000,000 greater in 1925 than in the preceding year.

2. Corporation income In 1924, paying the 1925 taxes, was
actually much lighter in volume than the year before.

Therefore, the increase in 1925 corporate income taxes came
from corporations that had evaded their previous year's taxes;
and those corporations we have in Table 8—the 165,000 which
reported “mno income” while paying $450,000,000 in cash and
stock dividends.

CONGRESSIONAL RECORD—SENATE

FEBRUARY B

What was the condition under the revenue iaw effective in
1925, different from that under the 1921 act, effective in the
previous year, that caused these “no income” but dividend-
paying corporations to disgorge? That also we know; it was
publicity, They were faced by publicity at every step, in their
returns, their refunds, thelr tax appeals. The value of pub-
licity we may estimate in dollars and cents.

Secretary Mellon, overlooking the revenue-producing power
of publicity, predmted a tax reduction of $430,000,000. There
wis an increase instead. On the basis of the Treasury esti-
mate, therefore, the value of publicity i3 approximately $475,-
000,000 per annum in public revenue.

The lesson of the case is this: If the country retains and
strengthens the publicity provisions of the forthcoming revenue
bill, it can stand far greater reductions in tax schedules than
the Treasury estimafes. The greater the publicity, the greater
the volume of revenue. But if secreecy should again be thrown
over income-tax operations—secret returns, secret refunds,
secret abatements, secret tax-appeal proceedings—it is a ques-
tion if any material reduction in tax provisions can be made
by Congress without danger to public revenue to support the
Federal Government and its enterprises. Tax refunds under a
régime of secrecy, aggregating £150,000,000 a year, further tax
abatements and allowances running from $200,000,000 to $300,-
000,000 yearly, as they have been doing, and a further grand
tax reduction by wholesale tax dodging and evasion, protected
by secrecy, amounting to $400,000,000 a year or more makes
an aggregate Treasury loss of about $800,000,000 a year.
Secrecy is a greater tax reducer and revenue loser than any
act of Congress. And the underlying evil of .the case is that
those most able to pay and enjoying the bulk of the taxable in-
come are the oues who escape their lawful burden, while those
who work the hardest for the smallest income have to bear Lhe
burdens of the dodgers.

Mr. EDGE. Mr. President, I only want to take the time
of the Senate for about five minutes to express my views on
the pending amendment.

After listening more or less to the five and three-quarter-
hour discussion of the Benator from Nebraska [Mr. Norris]
to-day, opposing the plan of the Finance Committee not to
permit the publication of tax returns, it seems to me that his
entire argument was that if publicity were permitted we
would avold unnecessary and unwarranted suspicion, as it
were. As I followed him at different times during the dis-
cussion, he seemed to want to make it clear that he was not
accusing any one of crime, but that the mere fact that there
was not publicity of the details of the tax returns placed
citizens under suspicion.

In my judgment, the reverse would result in placing the
American taxpayer in a position where he would be perhaps
not warranted but certainly encouraged to practice a type
of evasion which, in the very natural course of his business
responsibilities and obligations, he would feel necessary, in
order, for one reason at least, that competitors might not
be acquainted through recourse to his tax returns with the
details of his business development.

In facing big problems of this character, I do not believe
in proceeding on the assumption that men, generally speaking,
are dishonest. I believe the old-established rule of evidence,
a8 I understand it, from a layman's standpoint, that a man
is presumed to be innocent until proven guilty, is a pretty
good system for this old country of ours, If we are going
to proceed on the assumption that a large proportion of the
taxpayers of this country are dishonest, or that a large pro-
portion of the personnel of the Internal Revenue Burean are
dishonest, then we are naturally going fo create in a large
proportion of our citizens a spirit of resentment.

We are certainly golng to place the great army of business
men throughout this country—and when I speak of business
men I do not mean particularly the wealthy or signally suc-
cessful business men; I mean business men of all classes, in-
cluding the farmers, who are business men, and engaged in
running a very important business—in such a position that
evasion is bound to result, )

All these Inslnuations and inferences that we hear from those
who believe in unlimited publicity, referring particularly to the
Internal Revenue Burean, suggest the possibility that some of
these refunds may have been improper. A Senator rizes and
interrupts and refers to a refund—perhaps in the case of the
Gulf Refining Co., perhaps some other large or well-advertised
refund—and, when questioned as to whether he knows whether
there is anything wrong or improper or dishonest about it, he
immediately replies: * No; but if we had publicity we would
know better whether there was anything irregular about it.”

Mr. President, T am very glad that I can not live with any
satisfaction in an atmosphere of that type of suspicion. I have
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at respect for my frlend from Michigan [Mr. Covzexs], who

ag spent a great many days and weecks and months, perhaps,

in a partial investigation of the activities of the Internal Reve-

nue Bureau. As far as I have been able to follow his very

intelligent presentation of his views as the result of this in-

vestigation, he does not actually make any definite accusations
of corruption. He says these things sound unusual

Mr. COUZENS. Mr. President, will the Senator yield?

Mr. EDGRE. I yield.

Mr. COUZENS. The Senator quotes me correctly so far as
fraud is concerned; but we did not, in the majority report of
the committee, indicate at any time that there were no
irregularities.

Mr. EDGE. I will change the word “irregularities™ to
“fraud.” I think that is a better word. As I understand the
internal-revenue system of handling large or small cases—par-
ticularly large cases, because they would involve very much
deeper ingquiry—they can not be handled by a single man.
They go through various degrees of investigation, from the
early day, perhaps, when the Collector of Internal Revenue is
asked to make a cursory or summary investigation, from the
day that some one appeals to the Internal Revenue Department
for a referee, from the day that the referee investigates more
or less, so far as his responsibility goes, as to whether the
return has been a correct one or otherwise; and so it goes on
through various departments of the Internal Revenue Bureau.

If I must accept the Inference that many men are involved in
an Intrigue of some character to defraud the Government when
these suggestions are made that perhaps these refunds were
improper, these refunds that necessarily pass many eyes and
many investigations; if I must believe that there is a combina-
tion in the Internal Revenue Bureau of the Government which
operates from the early acceptance or early filing of such an
application for a refund up until it is finally permitted by a
board, or a referee, or perhaps the Board of Tax Appeals, 1
would feel that this Government was reaching such a position
that we had almost better consider the establishment of a new
form of government.

I do not believe in this continual suspicion. I believe that
we will get 100 per cent more ouf of the citizens of this conntry
by trusting them a bit not only in their tax returns but in any
other matters that are more or less directed to the personal hon-
esty and integrity of our citizens,

I believe that this feeling of susplclon encourages intrigue,
encourages defiance, encourages protest and challenge; and if
we ever adopt the Norris amendment, which provides for the
publication of all the details of a tax return, both large and
small, we are going to develop and encourage and almost invite
a condition in this country where the business men of all
classes perhaps will not defy but certainly will resist any such
unwarranted inquisition into their personal matters, or the
activities which probably have made them successful in their
various business lines.

Trust your Nation if you want your Nation to respond to the
high ideals of Americanism; and in my judgment, Mr. Presi-
dent, this whole idea of publication of tax returns is founded
on a wrong principle, a principle of suspiclon which never
will win.

I simply wanted, at some time during the hour before the
vote, which I understand is scheduled for 7.30, to say without
reservation that I am absolutely opposed, even after a five and
three-quarter-hour speech, fo trying to remove suspicion by
placing the public upon notice that you are suspiclous. It is
80 Inconsistent that it is not worthy of more than a six-minute
Answer,

Mr. REED of Pennsylvania.
absence of a quorum.

The PRESIDING OFFICER (Mr. Sackerr in the chair).
The Secretary will call the roll.

The principal clerk called the roll, and the following Sena-
tors answered to their names:

Mr. President, I suggest the

Ashurst Ferris Lenroot Roblnson, Ind.
Bayard Fess McKellar ckett
Bingham Frazler MeLean chall
Blease . George McMaster Sheppard
Bratton Goft McNary Bhipstead
Brookhart Gooding Meang Simmons
Broussard Hale Metealf Smith
Bruce Harris Moses Bmoot
Butler Harrison Norbeck Stephens
Cameron Heflin Norris Trammell
Capper Howell gse Wadsworth
Copeland Johnson die Warren
Couzens Jones, Wash. Overman Watson
REdge Kendrick PePper eller
Edwards Keyes Pittman Willlams
Ernst Kl.niq Ransdell Willis
Fernald La Follette Reed, Pa.

The PRESIDING OFFICER. Sixty-seven Benators having
answered to their names, there is a quorum present.
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Mr. SIMMONS. Mr. President, T wish to put into the
Recorp a telegram received to-day from the commissioner of
internal revenue of my State in response to a telegram sent
him by Representative Linpsay C. Waggexn, of my State. I
shall first read Mr. WARREN's telegram, and then the answer
as follows:

FEBRUARY 8, 10286,
Hon. R. A. DouGHTON, '
Commisaioner of Revenue, Raleigh, N. C.

Wire me immediately if inheritance and income tax returns are

open to public inspection in North Carolina.
Lixpsay C. WARREN.
(Reply)
RaLkigH, N. C., February 8, 1926.
Hon. LiNpsay C. WakRex,
House of Representatives, Washington, D, (.

Inspeetion income returns prohibited by State. No prohibition as
te inheritance returns. Inspection not encouraged by department,

R. A. Dovanrox, Commissioner.

Mr. REED of Pennsylvania. Mr. Presldent, before we vote
on the pending amendment there are a few things which it
seems to me ought to be understood by the Senate.

There will be filed in 1926 somewhere between six million and
a half and -seven milllon income-tax returns. Of those, prob-
ably two million to three million will show incomes below the
point of exemption. They will be incomes which are not tax-
able. Nevertheless, under the provisions of the law, those
returns will have to be filed.

Every Member of the Senate has before him this volume of
the comparative print of the revenue law of 1924 and the bill
now pending before the Senate. Let us, to visualize this prob-
lem, imagine all the returns to be printed on paper as thin as
that used in this volume of the comparative print. As a matter
of fact they are not, but let us suppose they are. These re-
turns that will be filed this year, if printed on such paper as i3
used in the comparative print, would occupy 36,000 volumes of
the size of this red booklet which I hold in my hand, the com-
parative print of these two laws.

Mr, WILLIS. Thirty-six thousand?

Mr. REED of Pennsylvania. Thirty-six thousand volmmes
would constitute the Internal-revenue returns for a single year.
If they were placed on a gingle shelf, they would occupy a
shelf more than 3,000 feet in length. That is the body of the
material with which the Bureau of Internal Revenue must deal
each year.

Let us suppose, if you please, that that great body of ma-
terial were open to the inspection of the general publie, in-
cluding the solicitors for charities, the prospectors who want
to sell oil stock, the people who are preparing what are called
sucker lists, the attorneys in Washington who are looking up
cases out of which they think they may make something, and
all of the thousand and one individuals who have a curlosity
to pry into other people’s affalrs. Imagine a single shelf over
3,000 feet long, with 36,000 volumes the size of this one on it.
Then imagine, if you please, 6,000 persons in the department of
internal revenne trying to audit those returns in the midst of
this throng of reporters, agents for oil stock, compilers of
sucker lists, and others who would throng about that shelf,
and you get some idea of what this fantastic proposition means
in the administration of the Bureau of Internal Revenue. The
practical difficulties, it seems to me, answer all of the theoreti-
cal advantages which have been urged throughout these hours
of argument in favor of this proposition to which we have
listened.

What can be done about it? It is perfectly obvious that the
rights of the United States must be safeguarded. It is pew
fectly obvious that false returns must be detected by some-
body. We turn to look to see what has actually been done.
In the last four years and nine months refunds have been
made amounting to about $450,000,000. We find, when we
look to the figures, that $17,000,000 of that was directly ordered
by Congress in 1924. We can not blame the burean for that.
We made them do it. That was in payment of the rebates we
ordered in the law of 1924,

We find, when we look further, that the payment of §148-
000,000 of that total was compelled by the decisions of the
Supreme Court and of the Circuit Court of Appeals; and we
can not blame the Intermal Revenue Bureau for that. They
merely obeyed the injunctions of the courts which decided the
cases before them. i

Looking at it fairly we see that in their solicitude to get the
last penny that was coming to the United States, the bureau
took $148,000,000 more from the taxpayers of the country than
the law justified them in taking, and when a decision was
rendered in favor of a taxpayer, of course, -the bureaun had to
refund. ;
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Mr. EDGE. Mr. President, will the Senator yleld?

Mr. REED of Pennsylvania, I am glad to yield.

Mr. EDGE. Has the Senator made any effort to ascertain
the amount of money received by the Internal Revenue Bureau
through reassessments?

Mr. REED of Pennsylvania. I am coming to that.

Mr. EDGE. Demonstrating that even if a return were
properly made, or a taxpayer had tried to evade honestly pay-
ing somethlng he owed the Governmeut, what the Government
had gotten back. :

Mr. REED of Pennsylvania. I am coming to that in just a
moment.

Mr. WILLIS. Mr, President——

The PRESIDING OFFICER. Does the Senator from Penn-
sylvania yleld to the Senator from Ohio?

Mr, REED of Pennsylvania. I yield.

Mr. WILLIS. hile the Senator is on that point, will he
not state very clearly, for the information of the country, just
what the nature of a refund is. I make the request because I
know that in the minds of a good many people the idea obtains
that a refund is something which really belongs to the Gov-
ernment but which some generous official just gives back to the
taxpayer.

Mr. REED of Pennsylvania. I am glad rhe Benator asked
that, because throughout all the discussion has obtained the
fdea that when we speak of a refund it meant an individnal
who by some kind of chicanery secured a check from the Gov-
ernment for Government funds which were paid to the taxpayer
and covered by him into his own pocket and that the Govern-
ment was out of pocket that amount. A refund, Mr. President,
is a tax illegally collected. A refund indicates that through
excessive zeal the anthorities in the Bureau of Internal Reve-
nue have takem from the taxpayer without regard fo his
momentary needs a large amount of tax which he did not owe.
They have taken it from him regardless of the difficulties of
his business sifuation at the moment. They have made him
pay it into the United States Treasury und they have held the
money in the Government Treasury when in all falrness and
truth it belonged to the tnxpayer himself. Yet we see paraded
in the reports of the investigation of the Bureau of Internal
Revenue a list of refunds that looks as though those indi-
viduals had taken that much money from the Government.
Tvery one of those refunds, every dollar that is in them, con-
stitutes a fax illegally collected. :

Mr. COUZENS. Mr. Presldent, will the Senator yield?

Mr. REED of Pennsylvania. I am glad to yield fo the
Senator.

Mr. COUZENS. Does the Senator know that and has he
checked them up to know that they have all been illegally
collected ?

Mr. REED of Pennsylvania. I know they have been or they
would not be paid back.

AMr. COUZENS. The taxpayer did not pay them in volun-
tarily, and then ask for a refund, but they were all illegally
drawn out of the taxpayer?

Mr. ROED of Pennsylvania. Sometimes the taxpayer did
pay them voluntarily, and sometimes he did not ask for a re-
fand. Sometimes the bureau officials, checking them over,
found that he had paid too much. It has happened to me, and
it has happened to the Senator, I dare say.

Mr. COUZENS. Yes; it has.

Mr. REED of Pennsylvania. And they deliberately pald it
back because we paid too much of our own accord. Sometimes
they compelled too much to be paid, and in other eases it is
money which the Government can not in good consclence hold
on to for ome moment affer the illegality of the payment is
ascertained. When we talk about “refunds” we must re-
member that it is the taxpayer's own money that is coming
back to him and which never ought to have left him. So let
us remember the fact when we are looking over the schedule
of refunds that these are people from whom the United States
has borrowed money without any warrant of law to do so, and
in all good conscience it ought to be paid back.

I have spoken about the amount of refunds.
about $450,000,000 in four years and nine months.

Mr. WARREN. Mr. Presldent, may I interrupt the Senator?

Mr, REED of Pennsylvania. Certainly.

Mr. WARREN. The collections that have been made since
the income tax law was enacted have amounted to something
like 570,000,000 in the entire time. .

Mr. REED of Pennsylvania. Yes; $570,000,000 since the
income tax law was enacted.

Mr. WARREN. And we have collected more than $30,000,-
000,000 in the meantime.

Mr. REED of Pennsylvania. About one-sixtieth of all the
money collected has been refunded to the taxpayer. Let me

In all it is
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carry the pleture a little further. Something over $200,000,000
has been refunded because the burean found the taxpayer had
paid too mueh, either voluntarily or under compulsion.

Now, let us turn to the other slde of the picinre. Let us see
what the burean itself, workinzg nnder the methods that Con-
gress has laid down for it, has done for the Treasury of the
United States. During this time they have collected from the
taxpayers on & reaudit of the returns of the taxbvayers $2,800,-
000,000, So efficient has been the audit of the hureau In that
time that they have discovered shortages In the tax returns
amounting to nearly $3,000,000,000, and that amcount has been
collected, gathered into the Treasury of the United States by
those officials whom we have heard condemued here to-day,
working silently, faithfully, underpaid, under Immense tempta-
tien. They have collected §2,800,000,000 move than the returns
showed was due. Then we begin to have shivers about whether
the interests of the United States are adequately protected.

Now, Mr. President, it is worthy of note that although thie
Couzens committee began its investigation back in 1924, about
two years ago, although they have had the most diligent
prosecution of their inquiry from the Senator from Michi-
gan—and I do not utter one syllable of reproach for what he
has done; although they have had the most able assistance
from Mr. Manson, who, in my judgment, is one of the most
capable of the tax experts that we have here in Washington;
although they have had a staff of upward of 75 experts work-
ing for them; although they have had the free run of all of
the records of the Bureau of Internal Revenue; although they
have had a free hand in their archives and have been able to
see every letter written and have been able to know every-
thing that was done; although they have investigated with all
the care they could during these two years, yet the collee-
tions——

Mr. COUZENS.
rupt him?

Mr. REED of Pennsylvanla. I gladly yield.

Mr, COUZENS. There were not two years involved. The
Senator will remember that from the time the resolution was
first introduced until the time we were permitted to have any
money fo conduct the investigation a considerable period
elapsed. The first resolution was Introduced in March, 1924,
I have not ail the dates here, but we were some counsiderable
time without any funds. The Senator will recail that it was
some time along In April or May when we were given funds,
After we were given authority I went to the hospital and
nothing was done from April until the following fall after I
got out of the hospital. The then chairman of the committee,
the Senator from Indiana [Mr. Warsox], never prosecuted
the investigation, never employed an individual, and never
started the investigation. As a matter of fact, the investiga-
tion was carried on for less than a year.

Mr. REED of Pennsylvania. Very good. The Senator from
Michigan knows that I do not want to say anything that would
be an overstatement about thelr work; but I think he will
agree with me that in the investigation they made they worked
with a fine-tooth comb, they worked ably, they worked assid-
uously, and during all the time the Senator from Michigan
was able to superintend the investigation they left no stone
unturned to come to the truth of the situation in the bureau.
I mean that quite as I say it and without any oblique refer-
ence to the Senator,

Mr. COUZENS. Mr. President, will the Senator yield again?

Mr. REED of Pennsylvania. I am glad to yield again to
the Senator from Michigan.

Mr. COUZENS. I would like to remind the Senator that our
time expired, as he will recall, in the early spring of 1925. After
conslderable urging we got authority to continue the investi-
gation until June 1, 1923, when we were required to withdraw
from the bureau, I submit, and I intend to make the report
before I get through, that we did not discuss the anditing
section. We did not investigate the auditing section because
of the campaign conducted by the Treasury Department be-
fore the Finance Committee and others to get us out of {he
burean so as to save what they sald was Interference with
their work. I think that is correct history. I do not want the
Senate to get the impression that we anywhere nearly cov-
ered the field.

Mr. REED of Pennsylvania. I am very glad to agree with
what the Senator has said. The work was so vast that they
were not able to cover all the activities of the burean, and I
do not mean in any way or in anything that I say to ask him
to absolve the bureau in any of its activities. What I do say
is that what they investigated was Investigated well, was in-
v;igated thoroughly, and they did not spare anybedy, friend
or foe.

Mr, COUZENS. That is true.

I hope the Senator will permit me to inter-
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Mr. REED of Pennsylvania. I think that is a fair state-
ment. Now, let me call the attention of the Senate to what
the conclusion of all that was as disclosed by the testimony
of Mr. Manson, the chief counsel of the committee, who testi-
fied before the Finance Committee, at page 70 of their hear-
ings. He had been talking about amortization allowance.
This examination of Mr. Manson occurred within the last six
weeks. In the course of that examination I asked him about
the amortization allowances on which the prineipal eriticism
had been based, if I gather the point correctly. The question
was!

May I ask one question more? In these cases, speaking generally,
is the excessive allowance In your judgment due to mistakes of the
bureau or 18 it due to corruption?

Mr. Manson replied :

Oh, T do not maintain that it is due to corruption.
tain that. Get that straight.

Senator REEp of Pennsylvania. I am asking in all sincerity be-
cauge I am not familiar with the facts.

Mr. MaxsoN. Oh, no.

Senator REEp of Pennsylvania. Have you found any evidence of
corruption?

Mr, MaNSON. Oh, no. 1 have not any evidence of corruption,
matter of amortization is largely in my opinlon a question of law.

Again, on page 78, I came back to the matter, and asked:

You understsnd me, I am not taking any position for or against it,
but in all other wars there have been so many charges of that sort.
Here was evidently a very great opportunity for It and I am, just as
a matter.of public interest, asking whether you ran upon any traces
of it, although I know that you were not making a particular search
for that sort of thing.

Mr. Maxsox. I am not a detective.

Senator REED of Pennsylvania. 1 know you are not,

Again I said:

1 am not asking this in any way in criticism of you or the com-
mittee,

And Mr. Manson replied:

I am frank to say that I am not a detective, for I have not been
hunting graft. I bave been trying to get at bow things have been
done in the bureau for the purpose of seeing how I could suggest
improvementa.

Mr. President, $30,000,000,000 was collected in the bureau in
the last nine years. The committee, which could not be accused
of being unduly friendly, had access to everything in the bu-
reaun. The committee were the butts, if I may use that term,
for every disgruntled employee in the bureau. Every man with
a grouch came to the committee to tell his troubles, and yet,
from the chief counsel of the commiitee came the statement
that as a result of it all, in the collection of that $30,000,000,000,
he had no evidence whatever of corruption. I pass that point
right there.

Mr. President, this afternoon the Benator from Nebraska
[Mr. Norris] was talking about the results to the public of
the lack of publicity. He sald that it is conceded that the
Government has lost because of secrecy.

It is not conceded, Mr. President. It is not conceded by any
person who has studied the functioning of the Burean of
Internal Revenue that there has been any loss because of the
prevailing practice of respecting in that bureau the privacy of

1 do not main-

This

men’s affairs. If there were a loss, if every irregularity that

has been pointed out involved a loss, if every difference of
opinion about the construction of the law were held to be a loss
to the Government, I say—and I believe that the country will
back me in it—that that loss ig less than the value of the
privacy that has resulted.

For centuries men have been fighting for the right to mind
their own business. Our Constitution could not be ratified until
we agreed, among the first 10 amendments, to the fourth amend-
ment, which provided agalnst unreasonable searches and selz-
ures. We would not have any Constitution to-day, we would
not have any Congress or Senate or Government at Washing-
ton if we had not agreed that unreasonablg searches and
gelzures should be avoided, should be illegal, should be pro-
hibited to the National Government that was being erected.
That privacy that men fought for, that right to mind their
own business is preserved for them in the fourth amendment
of our Constitution. Now, forsooth, so that any long-nosed
gossip may intrude his curiosity into any man’s affairs, we
are asked to expose to public ridicule, to the curlosity of com-
petitors, to the public gaze all of the intimate personal affairs
of the millions of taxpayers of the United Btates,
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What reason has been given for dolng so? T listened with
attention to the five or six hours of argument which we had
to-day from the Senator from Nebraska [Mr. Norris], and all
1 could find in his argument in favor of publicity of tax returns
was the contention that as the assessment Usts of our cities
and counties are made public so similarly should the assess-
ment lists of income taxation be made publiec.

It is perfectly obvious that the distinction is fundamental.
We make public the assessment lists of the city or of the
county so that each taxpayer may know the assessment that
is placed on the real property or the personal property of
his neighbor in order that he may make sure that his lot is
not ascessed more per front foot than is the lot of his next-
door neighbor; and proper enough is it that it shonld be go.
Such asseéssments are made public, for each taxpayer has a
natural interest in seeing that his land is not assessed at a
higher rate than that of the man who lives next to him. How-
ever, in income taxation that reason ceases to exist. We are
dealing with money values. It does not help me at all to
know how my neighbor’s income runs, because, whatever it
may be, it is reported in dollars just as is mine. It is not
a question of contrasting assessments or property which has
not any exact money value. Every reason for publicity in city
and county returns ceases when we come to income-tax returns
of the United States Government.

Mr. NORRIS. Mr. President——

The VICE PRESIDENT. Does the Senator from Penn-
sylvania yield to the Senator from Nebraska?

Mr. REED of Pennsylvania. 1 am glad to yield to the
Senator.

Mr. NORRIS. Does the Senator from Pennsylvania con-
tend that it makes no difference to a taxpayer whether his
neighbor or somebody who is not his neighbor, in fact, anyone
in the United States, is not making a full return of his income?
Does the Senator not know if one man understates his income
that the man who does not understate his income has his
burdens increased to the same extent that the man who owns
a lot must pay a higher tax if his neighbor's lot of equal value
is assessed at a lower rate?

Mr., REED of Pennsylvania. Of course, Mr, President, I
know that just as I know that all of the exemptions with which
we are loading the income tax law put the burden of govern-
ment on a few ple where it should be borne by all. Of
course I know that by these exemptions that Senators vote
into the income tax law every year in order to appeal to this
class of voters or that class, what they are actually doing is
plling the burden of the cost of government onto a part of
the population which should be borne by all.

Mr. NORRIS. Mr. President——

The VICE PRESIDENT. Does the Senator from Pennsyl-
vania further yleld to the Senator from Nebraska?

Mr. REED of Pennsylvania. I am glad to yield.

Mr. NORRIS. The Senator from Pennsylvania is discuss-— -

ing a different proposition entirely now from what he was dis-
cussing when I interrupted him. As I understand, he admits
the contention which I have made; and he is not now even
claiming that it s going fo harass the taxpayer or be an
injury to him because his income tax is made public any more
thnnbu the owner of the lot is harassed because his tax is made
public.

Mr. REED of Pennsylvania. Mr. President, the Senator
from Nebraska was not present when I began, and he did not
hear what I sald about the number of returns.

Mr. NORRIS. I did hear what the Senator said, however,
about it making no difference to the taxpayer; that he was
not interested in the income tax paid by his neighbor or some
other individual. I did hear that; and that is what my ques-
tion was directed to. The Senator has now admitted that he
is interested, as is every taxpayer, in knmowing that no other
taxpayer has taken advantage of the Government but that he
has returned his full income.

Mr. REED of Pennsylvania, Of course, I am interested in
that, Mr. President. If my neighbor does not pay his full
share, then that is an unfair burden that I have to bear that
he ought to bear; that is perfectly self-evident; but the ques-
tion i, How can we best remedy that sifuation? Can I come
to Washington and examine these million and a half tax re-
turng in order to make sure that all my fellow citizens are
paying their fair share? Of course, I can nof.

Mr. NORRIS. Mr. President, the Senator forgets that as to
the value put on the two lots about which he is speaking, which
are located side by side, the very fact that the assessments are
made public will prevent a man from understating the
value of his lot; so the very fact that the income tax is made
publie will preve.nt the dishonest man from making a dis-
honest return.
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Mr. REED of Pennsylvania. Mr. President, I have used
nearly half an hour out of a long day, and I feel that I have
taken too much time. I am golng to quit with one more re-
mark.

We ourselves can not do this thing. We have got to do it
by some other authority. The Finance Commitfee, in section
1203 of the pending bill, which Senators will find at pages
828 to 331, have constituted a joint committee of Congress with
power to ingquire into everyone's returns, with power to em-
ploy auditors and clerks and to make inquiries that no single
individual has power to make. That provision was drawn, as
I understood, to the full satisfaction of the Senator from Mich-
igan [Mr. Couzexs] and of the other Senators who are mem-
bers of the select investigating committee. We have gone as
far in reason as an American Congress ought to go in estab-
Ilishing an independent public serutiny of income-tax returns,
and on that point 1 ask the Congress to stand. I am glad to
yield now to the Senator from Conneeticut [Mr. Brxgmaa],
who has been standing for some time.

Mr. COUZENS. Mr. President——

Mr. REED of Pennsylvania, And then I will yield to the
Senator from Michigan.

Mr. COUZENS. Has the Senator yielded the floor, or does
he still retain the floor?

Mr. REED of Pennsylvania. I am retaining the floor for
the right to answer either of the Senators, but I yield first to
the Senator from Connecticut,

Mr. BINGHAM. Mr. President, would the Senator be will-
ing to listen to a few remarks with reference to the bearing of
the fourth amendment to the Constitution on this question?

Mr. NORRIS. Mr. President, I make the point of order that
the Senator from Pennsylvania can not yield the floor for that
purpose.

Mr. SMOOT. He can yield the floor.

Mr. NORRIS. Of course, he can yleld the floor if he
wants to.

Mr., REED of Pennsylvania. Mr. President, in fairness to
the Senator from Michigan and to the Senator from Connec-
ticut, both of whom want to be heard on this subject—and I
realize I have taken more time than I ought to have taken or
than I meant to take—I am going to ask that the unanimous-
consent agreement be modified so as to put the vote at 745 p. m.

SEvERsL SExATORS. Oh, no!

Mr. REED of Pennsylvania. Just a minute. I ask that the
vote be postponed to 7.45 p. m. instead of 7.80. That will make
only 15 minutes difference, and in fairness I think it should be
done,

Mr. BRUCE. Mr. President, I am very sorry to do so, but I
object.

Mr. BINGHAM. Mr. President——

Mr. COUZENS. Mr. President, I wish to ask the Senator a
question, and I should like him to answer it before he takes
his seat. When the special investigating committee agreed with
the Finance Committee on the amendment provided in section
1203, we, of course, assumed—and I still assume—that section
1203 would be earried out in all good faith by both committees
of Congress,

Since we have agreed to that, however, intimations have
been made that, because of the leaders of these committees
not being in sympathy with the investigation, we may not ex-
pect it to be earried out in good faith. I ask the Senator from
Pennsylvania, who Is a very active and able member of the
Finance Committes, If we may feel assured that the provision
in section 1203 1s to be carried on in good falth?

Mr. REED of Pennsylvania. Mr., President, I am not cap-
tain of anything but my own soul, but, so far as I am con-
cerned, it will be,

Mr. SMOOT. And I will say to the Senator that this is the
first time I have heard any intimation that it would not be
carried out in good faith or that any person has made such a
remark, It ig the first time I have heard of such a thing from
the time the bill was reported to the Senate up to this very
minute.

Mr. COUZENS. I did not say, Mr, President, the Senator
from Utah had sald that it would not be carried out in good
faith; I do not charge the Senator from Utah now with any
such idea touching this case; but I say some Seuators who
believe that we have done very constructive work have been
afraid that the continuation of this investigation, which needs
to be continued, would not be carried out in good faith.

Mr. WATSON, There is no guestion about it being carried
out in good faith.

Mr. COUZENS. With the assurance of Senators, I have no
reason to doubt it, but the question has been raised with me
End I wanted to ralse it in open Senate and not behind closed
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Mr. BINGHAM. DMr. President, there will be nothing per-
sonal in what I have to say. Furthermore, what I shall say is
not said with any idea of trying to make any Senator come to
my opinion about any of these questions, but because I believe
it to be my duty to state very briefly and informally certain
convictions. I do not desire to attempt to convert anybody, I
trust that it will not be regarded as presumptuous if I present
my vlews at this time.

There are three observations which I ghould like to make. In
the first place, it seems to me that in certain of the amendments
offered to the pending reveune bill, and in certain of the
speeches, there is a forgetfulness of, or perhaps, let us say, a
tendency to disregard, one of the fundamental principles which
has made our country & happy land, perhaps the happiest and
most free from tyranny adnd despotism of any recorded in the
annals of history. Thaf principle is the fundamental one,
which we all accept, but whose application we sometimes neg-
lect, namely, that a man is to be held innocent until he is proven
guilty. Our couniry has been peculiarly blessed in the past be-
cause of its charitableness. We are told in the Bible that
“charity thinketh no evil” The modern worldly-wise man
smiles with scorn at such a simple doctrine. To him most peo-
ple are “ trying to put something over ” and must be watched.

It is frue that there are many countries where a man accused
of wrongdeing must prove his innocence. He is held to be
guilty unless he can prove the contrary. We read in the pages
of history of the burden of tyranny and oppression in certain
countries of the 0ld World, where the average- citizen was
under constant suspicion of breaking the law or of doing some-
thing contrary to the regulations. No person can live happily
in a family where his actions are constantly suspectédd. No
citizen can live happily in a city where the authorities are
constantly suspicious of him and his actions, It has been the
glory of the United States that an American might live his life
withont laboring under the suspicion of his Government. It is
true that people have taken advantage of this. Wrongdoers
have profited by it. Crimes have been committed; thousands
of murders have been committed. Is that any reason why every
citizen should report to the police once a month or once a year
and should leave his blinds up and his door unlocked so that
the police might enter his house at any time to see whether he
was engaged in plotting or committing murder or even a lesser
crime? Let us not forget the fundamental American prineiple
of presnumption of innocence. Liberty and the pursuit of happi-
ness can not be enjoyed if our attitude is to be one of suspicion.

My second peint is this: It appears to me that there has been
a growing tendency during the past few years—a tendency to
which attention has been called in recent debates in the Sen-
ate—to forget a principle and an injunction as old as the Ten
Commandments and as sacred to us as the Constitution of the
United States. It will be remembered, Mr. President, the
Tenth Commandment warns us against the sin of covetousness,
which apparently was then and still is one of the most common
of human fallings. The governments of antiguity, the tyrants
of the Middle Ages and of the earlier centuries of modern
history were partlcularly prome to covetousness. The prosper-
ous man was always a shining mark. To appropriate the eyi-
dences of his prosperity was an easy way for every sovereign,
whether he were monarch, oligarch, or demagogue, to enrich
his treasury, to provide for his necessitles, to make up for his
excesses and extravagances, Sometimes wlithout process of
law, more frequently through different forms of ftaxation or
legal assessments, the property of the thrifty and the pros-
perous cltizen was selzed by the tyrants of antiguity. If my
memory serves me, there was seen in southwestern Fuorope in
the sixteenth century a wholesale persecution and even exile
of a thrifty, hard-working race because they had become vastly
more prosperous than their rulers. Laws were passed which
eventually deprived them of their property and drove them out
of their country or the country in which they lived and which
presumably they loved.

Our Constitution provides that private property shall not be
taken for public nse withont just compensation. It recognizes
not only the right to life and the right to law, but the right to
property. It recognizes no stigma attaching to the man who
through his zeal, thrift, intelligence, and good fortune has
accnmulated far more than his nelghbors.

It makes no appeal to the man who through misfortune or
extravagance, or stupidity, or wastefulness, or faults of others
has not been able to accumulate property. On the other hand,
it recognizes the Importance of glving everyone a square deal
and protecting him in the possession of that which he has
acquired, and of taking nothlng from him without just com-
pensation. Sometimes we forget this clause in the Constitu-
tion. Bometimes we feel that a “sguare deal” involves legis-
lation approaching soclalism or communism—beautiful theo-
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ries which whenever tried have always resulted in unhappiness
and disaster, Let us do nothing to pander to any spirit of
envy or covetousness. Liberty depends on the right to enjoy
the fruits of labor, either physical or mental.

In the third place, Mr. President, the Constitution of which
we are so proud and which has been justly praised so often
even by foreigners who are envious of our prosperity and our
happiness has assured—

the right of the people to be secure in their persons, houses, papers,
and effects against unreasonable searches and seizures.

The Constitution promises that these rights shall not be vio-

lated and that no warrants shall issue—
but upon probable cause supported by oath or affirmation,

It seems to me, Mr. President, that there is a tendency to
forget this part of our constitutional Bill of Rights. It seems
to me that some of our best and most conscientlous citizens
sometimes become so wrought up over certain abuses which
Lave arisen under the protection of this clause of the Constitu-
tion that they are anxious to amend it or, if not to amend it, to
nullify it. I realize, Mr. President, that certain States, both in
the North and in the South, have at times felt justified in enter-
ing upon acts of nullification not only of our statute laws, but
also of certain provisions in the Constitution. Nevertheless I
submit that there is nothing which is more characteristic of
that tyranny and despotism from which our fathers fled in the
Old World, nothing which interferes so greatly with those
inulienable rights to life, liberty, and the pursmnit of happiness
as a practice which contravenes this right. The citizens of the
United States have the constitutional right to be secure in their
persons, houses, papers, and effects. Of course, when a citizen
commits a erime and a grand jury or other authority discovers
probable cause for search or seizure, the Constitution provides
that the citizen forfeits this particular right.

The point which I am making, Mr. President, i{s that there
appears to be a tendency on the part of certain earnest and
zealous citizens, anxions for the public welfare, to do away with
this right. They seem to be acting on the theory that human
beings are so prone to err that there always is likely to be
“probable cause” and that the public welfare demands that
our right to be secure in our persons, houses, papers, and effects
must be sacrificed.

Mr, President, some of the most notorious tyrants and des-
pots of history were earnest and zealous men, striving to carry
out their most sacred religious beliefs, striving to make
sure that their subjects should be safe from eternal damnation,
striving to give their countries good government, striving to
promote the public welfare. Ilad they been asked, they prob-
ably would have said that they believed in a benevolent despot-
ism. I have heard citizens of the present day express the
same opinion. * Liberty " to such people is either not a very
precions possession or else it is interpreted as the liberty of
government to correct all human ills. If I may paraphrase the
words of our distingnished President in his recent message to
Congress, 1 believe that it does not at all follow that “ because
abuses exist it is the concern” of the Congress to attempt their
reform in such a way as to deprive a citizen of his rights, when
he has done no wrong and when no one can elther swear or

affirm that there is probable cause for search, and that in the |
interests of justice he deserves to be seized and his house and |

his papers to be searched.

There are some who believe that tyranny and despotism only
exist under monarchies, oligarchies, or antocracies. It seems
to me that they have failed to read history. Plato, observing
the action of the Greek Republics, was led fo affirm that
“tyranny springs from democracy,” even though the citizens
of a demoecracy are at the time unconscious of it. Let it not
be sgaid of us, Mr. President, that our zeai for reform ever led
us to sacrifice the Hberties, the comforts, and the happiness of
thousands of innocent citizens whose desire it is to maintain
their own self-respect, to be self-reliant, to mind their own busi-
ness, and to lead their own lives without interfering in’the
slightest degree with the liberty of others to do the same. The
fathers who drew the Constitution were well aware that the
zeal of former lawmakers and government officials had fre-
quently led them to seize persons on suspicion, to enter houses
on suspicion, to search papers on suspicion, feeling justified if
they found that a percentage of the citizens had committed acts
which justified this suspicion.

Let us hold fast to the comstitutional provision which the
fathers gave us. Let us not relinquish any of the provisions
which, taken together, constitute the blessings of liberty. Let
ns beware of becoming unconscious of those precious privi-
leges which, important as the air we breathe and as the water
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we drink, are, like them, frequently taken for granted and
not appreciated until they become foul or impossible to pro-
cure. Let us hold fast to these constitutional rights and ask
ourselves when proposing or voting for legislation here pro-
pounded whether we are in any danger of permitting our
zeal to correct wrongs or to punish wrongdoers to interfere
with our solemn duty to support and defend the Constitution
and to bear true faith and allegiance to the same.

Mr. BRUCE. Mr. President, I did not know that the ex-
tension of time was asked for the benefit of the Senator from
Connecticut. I withdraw my objection.

The VICE PRESIDENT. The hour of 7.30 o'clock p. m.
having arrived, the Senate, under the unanimous-consent order,
will proceed to vote on the amendment of the Senator from
Nebraska [Mr. Normis] to the amendment of the committee,
on which the yeas and nays have been ordered.

SEVERAL SENATORS. Let it be read.

The VICE PRESIDENT. The amendment of the Senator
from Nebraska [Mr. Norris] to the amendment of the com-
mittee will be stated.

The CuHier CreErx., On page 118, line 1, after the word
“records,” strike out the remainder of the paragraph and
insert “and shall be open to examination and inspection as
other public records under the same rules and regulations
as may govern the examination of public documents gen-
erally,” so as to read:

8rc. 257 (a) Returns upon which the tax has been determined
by the commission shall constitute public records and shall be open
to examination and inspection as other public records under the
same rules and regulations as may govern the examination of pub-
lic documents generally.

The VICE PRESIDENT. The clerk will call the roll on
agreeing to the amendment to the amendment.

The Chief Clerk proceeded to call the roll, and Mr. ASHURST
voted in the affirmative.

Mr. SMOOT. Mr. President, I was requested by a nmmber of
Senators to suggest the absence of a quorum.

Mr. ASHURST. I withdraw my vote.

BEVERAL SEvATORS. Regular order! .

Mr. COUZENS. I suggest the absence of a quorum.

The VICE PRESIDENT, The vote will proceed. The Secre-
tary will continue the calling of the roll on the so-called Norris
amendment.

The Chief Clerk resumed the calling of the roll.

Mr. FERNALD (when his name was called). 1 have a gen-
eral pair with the senior Senator from New Mexico [Mr.
Jowes]. 1 transfer that pair to the senior Senator from Ver-
mont [Mr. Greexg], and will vote. I vote * nay.”

Mr. FLETCHER (when his name was called). I have a gen-
eral pair with the junior Senator from Delaware [Mr. pu Poxr].
I understand that if that Senator were present he would vote
as I shall vote. I vote " nay.”

Mr, JOHNSON (when his name was called). I am paired
with the senior Senator from Arkansas [Mr. Rosixson]. If at
liberty to vote I should vote “ yea.”

Mr. MEANS (when his name was called), I have a pair
with the junior Senator from Texas [Mr. Mayrierp]. 1 am
advised that if he were present he would vote “yea.”” If I
were at liberty to vote I should vote “ nay.”

Mr. NEELY. The junior Senator from Texas [Mr. May-

| FIELD] is unable to be present because of illness. If he were

present he would vote “ yea.”

Mr, SIMMONS (when the name of Mr., RominsoN of Ar-
kansas was called). I was requested by the senior Senator
from Arkansas to state that if he were present he would vote
“mnay.” I understand that he has a pair, but I do not know
with whom,

The roll call was coneluded.

Mr. JOHNSON. I am advised that I ean transfer my pair
to the senlor Senator from Iowa [Mr. Cummins]. I do so,
and vote “yea.”

Mr. NORRIS. The junior Senator from Towa [Mr. Brook-
HART] is paired with the junior Senator from Arkansas [Mr.
CarawaY]. If the junior Senator from Iowa were present
and at liberty to vote he would vote * yea.”

Mr. SIMMONS. And the junior Senator from Arkansas,
if present, would vote “nay.”

Mr, WALSH, I rise to announce that my colleague [Mr,
WHEELER] is absent on account of illness. If he were present
he would vote “yea.” He is paired with the Senator from
Kansas [Mr. CurTis].

Mr. JONHES of Washington. I desire to announce that the
Benator from Colorado [Mr. PHipps] has a general pair with
the Benator from Tennessee [Mr, Tysox].




3526

I also desire to announce that the senior Sermtor from
Kansas [Mr. Curmis], if present, wvuld vote “npay” He is
absent on account of illness,

The result was announced—yeas 32, nays 49, as follows:

YEAS—32
Ashurst Frazier Kln}g Norris
Blease Gooding La Follette Nye
Borah Harrls Lenroot Reed, Mo.
Bratton Heflin McKellar Sheppard
Capper Howell McMaster Sh]fsteld
Conzens Johnson MeNary th
Dill Jones, Wash, Neely rammell
Ferris Kendrick Norbeck alsh
NAYS—49

Bayard Fess Metcalf Smoot
Bingham Fletcher Moses gtanﬂetd
Brousgsard George Oddie tephens
Bruce Gerr, Overman Swanson
Butler Gille Pepper Wadsworth
Cameron Glass Pittman Warren
S eland Go Ransdell Watson

s? Hale Reed, Pa. Weller
Deneen Harreld Robinson, Ind. Willlams

Edge Harrison Sackett Willis
Edwards he{(ﬂ Schall
Ernst McKinley Shortridge
Fernnld MeLean Simmons
NOT VOTING—15

Brookhart du Pont Means Tyson
Caraway Greene Phipps Underwood
Commins Jones, N. Mex, Pine Wheeler
Curtis Mayfield Robinson, Ark.

So Mr. Norris's amendment to the amendment of the commit-
tee was rejected

The VICE PRESIDE\’T The question is on the amendment
of the committee.

Mr. COUZENS. Mr. President, while we have a fairly good
attendance here, I want to register a complaint against unani-
mous-consent agreements. I consider that I was tricked by the
Senator from Utah, the chairman of the committee,

Mr, SMOOT. In what way?

Mr. COUZENS. I propose to tell.

The Senafor was anxious for a vote on this question, the
same as he has been anxious for a vote on every question. He
has wanted to railroad this bill through the way he wants it
When I went to him to-night and suggested that we had an
hour and a half and that I would not require more than half
or three-quarters of an hour to reply to the minority report of
the Senator from Kentucky [Mr. Esxsr] the Senator from
Utah sald that he would try to arrange a unanimous-consent
agreement to vote at 7.30. At that time there was an hour
and a half remaining. The Senator from Pennsylvania [Mr.
ReEp] at once got the floor, and then surrendered it at the re-
quest of the Senator from Utah. The Senator from Connecti-
cut [Mr. BixcHAM] was going to speak, and he said that he
was not going to speak at this time; so it was perfectly obvious
that within the hour and a half the argument that I proposed
to put in in behalf of this amendment was blocked by the sharp
practice of the Senator from Utah.

I want to go on record right now as saying that I will never
consent to any future unanimous-consent agreement with the
Senator from Utah in charge of any bill,

Mr. SMOOT. That the Senator has a perfect right to do, but
I want to say, Mr. President——

Mr. REED of Missouri. Mr, President——

Mr. SMOOT. T have the floor, I think,

Mr. REED of Missouri. I rise to a point of order.

The VICE PRESIDENT. The Senator will state it,

Mr. COUZENS. I have not yielded the floor.

The VIOE PRESIDENT. The Senator from Missourl will
gtate his point of order.

Mr. REED of Missourl. My point of order is that the Sena-
tor from Michigan is violating the rules of the Senate by im-
pugning the integrity of the Senator from Utah.

The VICE PRESIDENT. The Senator from Michigan will
take his seat.

Mr. SMOOT. All I want to do is to show the unfair—
Mr. WATSON. The Chair has ruled the point of order well
taken.

Mr. SMOOT. Now, Mr. President——

Mr. MOSES. What is the Senator from Utah doing? Is ho
speaking now to a question of personal privilege?

Mr. SMOOT. I do not care how I speak, Mr. President, just
g0 I can tell the story.

When the unanimous-consent agreement was reached, the
Senator from Pennsylvania [Mr. ReEgp] expected to offer some
administrative amendments which he had then and intends
to offer now. He came to my desk and said: * Shall I pro-
ceed with the offering of these amendments and get them out of
the way?" I said: “I would not do that, Senator, if I were
you. Let the balance of the time be occupied In discussing
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the bill, and then we will offer those amendments, after we have
voted upon the Norris amendment and agreed to the publicity
section.” That was all that was sald and all that was done;
and I can not conceive of the mind that would charge a Sena-
tor now with something that was not in his heart, nor ever
thought of, nor ever said.

Mr, President, I ask the Senator from Pennsylvanla if that
was not all that was said, and if that is not just the way it
was said?

Mr. BORAH. I do not suppose we need to take testimony on
this proposition.

Mr. REED of Pennsylvania.
say a word on that.

Mr. McLEAN. Why not take testimony?

In%!r- WADSWORTH. Why not? There were several others
fe

Mr. BORAH. Very well; we will take testimony, then.

Mr. REED of Pennsylvania. Mvy, President, when the Sena-
tor from Nebraska [Mr. Norris] finished speaking, I got the
fioor. The Senator from Michigan [Mr. Couzexs] called for
a quorum. While the roll was being called, the Senator from
Utah came in, and I said to him, “I want to talk about five
minutes in reply to Senator Norris. I have a number of ad-
ministrative amendments to offer, and this is a good chance
to offer them. We might as well get rid of them now." He
said, “Do not do it. Let us finish with the pending amend-
ment, I want all of our people to keep quiet and let this
amendment be voted on.” And because of that, when the gquorum
had been anunounced, I yielded the floor without saying any-
thing.

Mr. BINGHAM. Mr. President, I rise to a question of per-
sonal privilege.

Mr. REED of Missourl. Mr, President, I ask the Senator
to pardon me just a moment. I made the point of order
because I thought the Senator from Michigan had gone out-
side the rule. Under the rule, of course, the Senator from
Michigan was compelled to sit down until the Chair should
rule upon the point. I have no notion of compelling the
Senator from Michigan to sit down and then have the discus-
sion proceed to which he can not reply. I think this point of
order ought to be disposed of, and then the Senate ought to
permit the Senator from Michigan to proceed in order.

The VICE PRESIDENT. A motion is in order to permit
the Senator from Michigan to proceed.

Mr. REED of Missourli. I move that the Senator from
Michigan be permitted to proceed in order, so that he can
reply to these observations if he cares to do so.

The motion was agreed to.

The VICE PRESIDENT.
proceed in order,

Mr. COUZENS. Mr. President, I really could not proceed
in order, in the contemptuous mood in which I am in at the
present time. Bo I will have to take my seat.

Mr. BINGHAM. Mr. President, since my name has been
brought into this discussion, and the Senator from Utah has
been accused of using me as one of two fo prevent the SBenator
from Michigan from speaking, I would like the privilege of
making a brief statement. When I told the Senator from
Michigan that I did not intend to speak it was on the under-
standing that we were to sit until 10 o'clock to-night and that
no vote was to be held as early as 7.30. When I heard that
an nnanimous-consent agreement had been entered into whereby
we would vote at 7.30 o'clock I told the Senator from Utah
that I desired to speak. He then asked me to defer my re-
marks until after 7.80. That is the way the Senator from
Utah carried out his understanding, by asking me to defer my
remarks. I said that since my remarks were concerned with
this amendment, and since I had sat here during five or six
hours this afternoon while the other side had presented their
argnments, I wanted to occupy 10 minutes. Actually, I took
less than 10 minutes.

THE COAL SITUATION

Mr. COPELAND. Mr. President, I send a newspaper clip-
ping to the desk, and ask to have it read by the clerk.

The VICE PRESIDENT. The clerk will read.

The Chief Clerk read as follows:

[From the Washington Post, Monday, February 8, 1926]
MINE STRIKER’S WIFE DIES OF STARVATION

ASHLAND, Pa., February 7.—The first death by starvation as a result
of the anthracite sirike was reported by the police to-day.

It was that of Mrs. Mary Harrington, of Mahanoy City, wife of a
miner and mother of several children. The woman's husband had
left the coal region to find work elsewhere. What food she had, the
anthorities said, she had given her children, and she was * too proud "
to ask amid.

Mr. President, I would like to

The Senator from Michigan may
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Mr. REED of Pennsylvania. A parliamentary inguiry.

The VICE PRESIDENT. The Senator will state his inquiry.

Mr. REED of Pennsylvania. Is the pending amendment the
committee amendment in section 2577 -

The VICE PRESIDENT. The pending amendment is the
committee amendment on the top of page 113, in section 257.

Mr. REED of Pennsylvania. Question!

Mr. COUZENS. Mr. President——

The VICE PRESIDENT. The Senator from New York has
the floor,

Mr. COPELAND. Mr. President, I take this occasion to re-
mind the Senate that the coal strike is unsettled. I have had
my share of listening to the debate on the publicity clause of
the tax bill. That is a very important matter, but it is even
more important to read in the public press that people up in
Pennsylvania are now dying -of starvation. I think we ean
well afford to take a few minutes of the time of the Senate
to give some consideration to the subject of the coal strike.

I would like to Inguire of the Senator from Nevada, the
chairman of the Committee on Mines and Mining, the present
status of his bill relating to the control of the coal business.

Mr. ODDIH. Mr. President, in answer to the inquiry of the
Senator from New York, I will state that the status of the bill
I introduced is the same as it was on Saturday, when I made
a statement in connection with it.

Mr. COPELAND. That statement was, if I remember it,
that the bill has gone to the Secretary of Commerce for his
consideration,

Mr. ODDIHE. That is the fact.

Mr. COPELAND. Mr. President, I have learned from an
authoritative source that the reason why the Senator from
Nevada has not heard from his bill is because the coal opera-
tors are so displeased with it that their quite quiet influence
is sufficient to keep the bill in storage.

I want Senators to know that we are dealing with a very
serious matter. I am not going to read into the Recorp the
telegrams which I have received, but I want to call attention
to the fact that I have here a long telegram from the president
of the board of aldermen of Scranton City Council calling at-
tention to the situnation in the anthracite valley. Since an
appeal to the Senate on-the ground of humanity has not ac-
complished much, let me read this from this telegram:

It has been estimated that 60 to 76 per cent of the merchants in
the anthracite valley are in the shade of bankruptcy and thelr life
savings gone in their efforts to feed and clothe the affected people
again.

I notice in the press, controlled by the great business inter-
ests, that the resolution which I presented Saturday is re-
ferred to as simply a matter of politics. Is it a matter of
politics for a man to stand up in the Senate and to plead with
the Members of the Senate to take a step looking to the solu-
tion of this problem?

The President of the United States, in view of the treatment
which he has had from the Senate in the past, is not going
to take a chance of proceeding on his own account. He knows
perfectly well that if he were to take a step that was followed
by failure, and perbaps an increase in the price of coal, and
an elevation in the wages of the miners, the Senate would be
the very first to attack him. On the other hand, if the Senate
should Indicate a sympathetic interest in this problem, and
should invite the President to call these strikers here, then
if he failed the Senate could not find fault,

Why should not the President of the United States call the
strikers to the White House? Why should he not do that?
The President of the United BStates personifies the public sen-
timent and public opinion of this country. If the President
of the United States can not arbitrate the strike, nobody can.

Mr. WATSON. Mr. President——

The VICE PRESIDENT. Does the Senator from New York
yield to the Senator from Indiana?

Mr. COPELAND. With pleasure I yield to the Senator from
Indiana, because if I can get him to help, this thing will be
done. I yield to the Senator.

Mr. WATSON. 1 thank the Senator. What is the present
status of the negotiations between the operators and the
miners?

Mr., COPELAND, Just exactly what they have been for the
past six months,

Mr. WATSON, It has been rumored about—and I am ask-
ing the Senator for information—that they had agreed sub-
stantially on all the terms, by which the miners should go back
to work at the present wages and that working conditions
would be made satisfactory until the 1st day of September,
1027, at which time a commission should be appointed, either
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by the President or by the Secretary of Labor, and that com-
mission should be a commission of mediation, or negotiation,
or arbitration, if you please; that the point of difference be-
tween them was as to whether or not the decisions of the
board of arbitration should be compulsory or not compulsory;
and that the point of difference upon which they finally split
was as to whether or not the word “with” or the word
“without” should be included in the agreement? Is or is not
that so?

Mr. COPELAND. I would like to ask the Senator from In-
diana if he has just heard that rumor? That is a rumor I
have been hearing for the past three months.

Mr. WATSON. 1 have heard it for three months, but I hear
it now with a considerable degree of authority. I want to
know whether it is so or not.

Mr, COPELAND. I have heard the rumor, and I know per-
fectly well, as the Senator does, that on the part of the miners
there is the greatest desire in the world to go back to work.
Why should there not be? They are losing over $1,000,000 a
day. There are some operators, too, who are independent op-
erators, who naturally want to go to work. These men are
not far apart, and I appeal to the Senator to join me in asking
the President of the United Btates to bring those men here.
If they are as near together as the Senator apparently thinks
they are, the President could settle the matter in half an hour
instead of two hours. A\

Mr. WATSON. Has the Senator ever suggested this matter
to the President or consulted him about it?

Mr, COPELAND. I will say to the Senator from Indiana
that last Friday three of my colleagues from New York, Mem-
bers of the lower House, were refused audience by the Presi-
dent. He refused even to see them to talk about it.

Mr. WATSON. I am asking whether or not the Senator
himself has ever suggested this matter to the President or
sought audience with the President on this matter?

Mr. COPELAND, No; I have not.

Mr, WATSON. Let me ask the Senator another question.
Suppose the President calls them together and they decline to
agree, Then what? Then does the Senator propose compul-
sion of some sort?

Mr. COPELAND. I do not.

Mr, NEELY. Mr. President——

The VICE PRESIDENT. Does the Senator from New York
yield to the Senator from West Virginia?

_l\ilr. COPELAND. I yield to the Senator from West Vir-
ginia,

Mr. NEELY. Is the Senator from New York informed as to
why the President refused to see thls delegation of New York
Members of the House?

Mr. COPELAND. I can not answer the Senator.

Mr., NEELY. If these Members of the House called on the
President because of an alleged shortage of coal, of course,
the President had the best excuse in the world for refusing to
see them. West Virginia bas an unlimited supply of coal now
available at bargain-counter prices, which is better than any
other coal ever used in New York City. We hope that the Sena-
tor from New York will see to it that his constituents, whom he
so faithfully and ably serves, avail themselves of the present
opportunity to become thoroughly familiar with the best coal
in the world, which is the coal produced in West Virginia.

Mr. COPELAND. Mr. President, if the coal owners in West
Virginia do not endow the Senator from that Btate and send
him to the Senate for the rest of his life, it is because they
do not appreciate what he has done to advertise the virtues
of West Virginia coal. But, Mr. President, I have a suspicion,
not that Senators, of course, would have this feeling, but that
there are people living in West Virginia, Virginia, Ohio, Ken-
tucky, Tennessee, and Pennsylvania who do not care whether
the strike is ever settled or not, because they have soft coal
to sell ; because they have substitutes to sell.

A lot of people want to know why we do not use the substi-
tutes in New York. My friend the Senator from Maryland
[Mr. Bruce] said I had not yet made clear to him why it is.
Senators see the people in the pletures of the coal lines. They
live in what we call cold-water flats, old ramshackle apart-
ment houses that ought to have been dynamited half a cen-
tury ago. They live in those places where the chimneys are
built of rough brick with very small flues. They can not burn
even the splendid coal from West Virginia in the stoves whose
flues lead into those chimneys.

Mr. NEELY. Mr. President, will the Senator yleld?

Mr. COPELAND. Just for a question, but not to listen to
a further dissertation on the virtues of West Virginia coal.

Mr. NEELY. I hope if the Senator ylelds at all that he
will yield without “reservations” and permit me to say that,
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regardless of the construction or the size of the chimneys in
New York, anybody capable of burning anything can burn
West Virginia coal.

Mr. COPELAND, Mr. President, in my State I find Repub-
lican papers like the Jamestown Morning Post and other papers
devoted to the cause of the Republican Party, llke the Perry
Record, are demanding just as strongly as I am that the
President call the strikers to the White House. When 1 say
“gstrikers” I mean the operators who are striking against the
good of the country and the striking miners as well.

I want to impress upon the chairman of the Committee on
Mines and Mining and, I hope, upon the counfry that the bill
which seeks to give the President the authority which he asked
for in his message and the authority which Senators on the
other gide of the Chamber say the President must have if he
is to settle this problem is held up by & member of the Presi-
dent’s Cabinet, and it is because of the failure of the Republi-
can administration to take action that we are in the present

ight.
ler. President, I am not going to ask for a vote to-night, but
I am going to bring the matter up very shortly and ask for a
vote. I hope when that is done we may have enough humane
gentiment in the action of the Senate so that there may be
relief. There i8 no man who has given more thought to the
needs of the poor than the Vice President of the United States,
who occupies the ¢hair now. He has built lodging houses where
the poor are taken care of in his city, and any man who knows
the eonditions in the Northeastern States knows that the coal
lines mean suffering and misery. Up in Pennsylvania, as indi-
cated by the clipping which I sent to the desk, they mean death
and starvation, because those people have no money with which
to buy food.

Ah, Mr. President, I wish I had words to make clear to the
Memberg of this body how necessary it is that action should
be taken. I can hardly resist the temptation of asking that
action be taken at this moment, but I am going to postpone
the request hoping that the kindness of heart which indi-
viduals possess may finally lead the Senate by some degree
of unanimity to take a step forward in the solution of the
problem which has to do with the lives of the people-of the
United States.

Mr. EDWARDS. Mr. President, I thoroughly agree with
the sentiments expressed by the Senator from New York [Mr.
Coreraxp]l. I, too, am recelving many telegrams and letters,
and some of them veey unique. One which I have Just re-
ceived reads as follows:

Are you going to leave babies and children freeze? No coal.

I take it that the Senator from New York is not concerned
abont the operators or about the local dealers, He is con-
cerned in having the strike settled. He believes that if the
President of the United States would call the representatives
of the operators and the representatives of the strikers to-
gether, the matter could be settled and coal would come. The
senior Senator from Arkansas [Mr. Rominsox] introduced a
very fine bill here yesterday that is good for June but not for
to-day. We are looking for relief right now. I thoroughly
believe it can be brought about. I would very much like to
gee the Benator from New York press his resolution right now
to a vote and let ns see who are really the friends of the
children and who are not.

TAX REDUCTION

The Senate, as in Committee of the Whole, resumed the con-
sideration of the bill (H. R. 1) to reduce and equalize faxa-
tion, to provide revenue, and for other purposes. ,

The VICE PRESIDENT. The question is upon agreeing to
the amendment of the committee at the top of page 113.

Mr. BORAH. Mr. President, I suggest the absence of a
quornm.

The VICE PRESIDENT. The clerk will call the roll

The Chief Clerk called the roll, and the following Senators
answered to their names:

Bayard Edwards Howell Norris
Bingham Ernst Johnson Sge

lease Fernald Jones, Wash, die

rah Ferrig Kendrick verman

Bratton Fess Keyes 'epper
Broussard I'letcher Ki Pittman
Bruce Frazier La Follette Ransdell
Butler George Lenroot Reed, Mo.
Cameron Gerry McKellar Reed, Pa.
Capper Glass McKinley Robinson, Ind.
Copeland Goff McLean Rackett
Cougens Gooding McMaster Schall
Dale Hale McNary Sheppard
Dencen Harris Means Bhipatead
Dill Harrison Metealf Bhortridge
Edge Heflin Moses Blmmons
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Smith Swanson Warren Willis
Smoot Trammell Waison

Stanfield Wudi:vorth Weller

Stephens Wals Wililams

The VICE PRESIDENT. Seventy-seven Senators having
answered to their names, a quorum is present. The question
is upon agreeing to the amendment of the committee, which
will be stated.

The OHier CrLerk. On page 113, line 1, after the word
“records " strike out the words “ but they,” and ingert in lien
thereof “but, except as hereinafter provided in this section and
section 1203, they,” so as to read:

Heturns upon which the tax has been determined by the commissioner
shall constitute public records, but, except as herelnafter provided
in this section and section 1208, they shall be open to inspection only
upon order of the President and under rnles and regulations prescribed
by the Becretary and approved by the President.

The amendment was agreed to.

Mr, REED of Pennsylvania. Mr. President, T ask that the
situation with reference to sectlon 1100, on page 235, may be
stated. I have the impression that the amendment of the
commiftee was agreed to, but there seems to be some doubt

about the provisions on page 236.
The VI PRESIDENT. The ameudment on page 235 was
agreed to. A

Mr. REED of Pennsylvania. Has the amendment on page
236, lines 5 and 6, been agreed to?

The VICE PRESIDENT. That amendment has not been
agreed to. The clerk will state the amendment.

The Cuigr CLERK., The committee proposes, on page 236, Title
VII, special taxes, capital-stock tax, in line b5, to strike out the
words * this section,” and insert in lieu thereof “ section 700 of
the revenue act of 1924,” so that the paragraph will read:

In any proceeding in court in respect of any tax imposed by section
700 of the revenue act of 1924 or by any prior capital-stock tax law,

The amendment was agreed to.

Mr. REED of Pennsylvania. I ask that the Senate now
turn to section 1109 on puage 281. I have the impression that
when that section was reached the committee amendment was
read but was not agreed to. Does the Recoep show that it
was agreed to?

The VICE PRESIDENT. The Recorp shows that all amend-
ments on pages 291, 292, 293, and 294 have been agreed to.

Mr. REED of Pennsylvania. Very well. I then send to the
desk an amendment which I offer.

Mr. MOSES. Mr, President, a parllamentary inguiry: Are
we gtill in the stage of committee amendments?

The VICE PRESIDENT. We are. The Clerk will state
the amendment offered by the Senator from Pennsylvania.

The CHier CLERE. On page 165, line 10, strike out the
period, insert a semicolon and the word “and,” and after
line 10 insert a new paragraph to read as follows:

(3) As to any amount collected after the statutory period of limita
tions upon the beginning of distraint or & proceeding In court for
collection has expired, but in any such elaim for eredit or refund or
in any such eult for refund the decision of the board which has become
final as to whether such period had expired before notice of deficiency
was mafiled shall be conclusive.

Mr. REED of Pennsylvania. Mr. President, this is a purely
formal amendment and the purpose of it may be explained as
follows: The provisions of this subdivision as reported by the
Committee on Finance prohibit all snits for refund if the tax-
payer has petitioned to the board. Paragraph (2) of this sub-
division takes care of the case where the collector assesses
more tax than is permitted by the final decision of the board.
The same paragraph also takes care of the situation where
the board has ruled that the statute of limitations has expired
before the motice of deficiency was mailed, for in such cases
under the provisions of section 906 of the revenue act of 1024
as amended by this act, the decision of the board that the
statute has run is equivalenft to its decision that there is no
deficiency, and hence, any amount at all collected would be
the collection of an amount in excess of the deficieney deter-
mined by the board. But the bill as reported to the Senate
by the committee does not take care of the situation, where
if the decision of the board has become final the commissioner
fails to assess and collect the tax within the statutory period
of limitation. In such a case the taxpayer would obviously have
suit for refund inasmuch as sgection 3224 of the Revised Stat-
utes prevents him from enjoining the assessment or collection.
It is a technical amendment which I think everybody admits
is correct.
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Mr. REED of Missourl, Mr. President, has the Senator from
Pennsylvania concluded his remarks on this matter? If so, I
wish to ask him a questiom

The VICH PRESIDENT. In this connection the Chair will
snggest that in order for this amendment to be offered it will
be necessary to reconsider the vote by which the amendment to
which it is proposed was agreed to. Then the amendment to
the amendment may be offered.

Mr. REED of Pennsylvania. I ask that the vote by which
the committee amendment was agreed to may be reconsidered.

The VICE PRESIDENT. Without objection, the vote by
which the commiftee amendment was agreed to will be recon-
sidered.

Mr. REED of Missouri, Mr. President, I wish to ask the
Senator from Pennsylvania a question. As he knows, I have
been necessarily absent for some days and I may be asking a
question that has been threshed over; but does the amendment
which has been reported propose that if the taxpayer appeals
to the board he thereby cuts off his right to appeal to the court?

Mr. REED of Pennsylvania. Mr. President, in substance the
provisions are these: The taxpayer has the alternative either
to appeal to the board without paying the tax, in which case
he goes on through the routine provided by the act to the board
then to the Cireuit Court of Appeals,“and then to the Supreme
Court, if necessary, or he has the alternative of doing, as he
can now do, of paying his tax and bringing his suit in the
district court to recover it. We have preserved that right.

As the Senate Finance Committee amendments were origi-
nally written they did not preserve the right to bring suit in
the district court, but we thought it only proper that the right
ghould be preserved, and during the absence of the Senator
from Missourl a series of amendments was adopted which pre-
served that right to the taxpayer.

Mr. REED of Missourl. That is to say, under the proposed
law as it is now written the taxpayer can refuse to pay his
tax and appeal to the board, but if he wants to appeal to the
court he must first pay his tax and then sue to get it back?

Mr. REED of Pennsylvania. That is the way the law is now.

Mr. REED of Missouri. Yes.

Mr. REED of Pennsylvania. And we have kept that. The
House struck that out. The House limited the taxpayer to an
appeal to the board, but we do not think that was fair. We
wanted to preserve the present right to pay the tax to bring
suit by a jury trial in the district court.

Mr. REED of Missouri. Does not the Senator think that a
man ought to be allowed to enjoy the right to contest it in the
cotrt without first paying the tax? _

Mr. REED of Pennsylvania. No, Mr. President; we did not
think so. As a matter of fact, if that were done it would be
used as a stay of execution by a great many taxpayers. Of
course, the Senator must understand that there is always the
right to file a bond; there is a system of jeopardy assessments
provided. The commissioner may levy the assessment
promptly, and in every such case the taxpayer has a right to
file a bond to protect the Government, and then go on to his
sult in court before a jury. So long as he protects the Gov-
ernment he may do that.

Mr. REED of Missourl, Do I understand that if the commis-
sioner raises the assessment the taxpayer can appeal to the
board without paying his tax, and if the board decides against
him he ean then appeal to the court?

Mr. REED of Pennsylvanla. Yes; on the filing of a super-
sedeas bond.

Mr: REED of Missourl. He must give a supersedeas bond?

Mr. REED of Pennsylvania. That is right.

Mr. REED of Missourl. What I want to get away from—and
I offered an amendment at the last session to cover it—is this
process of levying an additlonal assessment, forecing the tax-
payer to pay that assessment, and then get it back if he can.

Mr. REED of Pennsylvania. I think that {s pretty well taken
care of in the bill as the Finance Committee has drawn it
The taxpayer can contest that claim right through to the court
of last resort, and in no case is it necessary for him to pay,
although he must file an appeal bond if he goes up from the
Board of Tax Appeals.

Mr. REED of Missouri. Suppose he is unable to file it?

Mr. FLETCHER. Then he is in bad luck.

Mr. REED of Missouri., Yes, he is in bad luck; and it is the
bad-luck man that I am talking about. I have known of sev-
eral instances of absolute bankruptcy being forced on individuo-
als and concerns who never had a day in court and never had a
chance to have a day in court to appeal from tax assessments
that were unjust from every angle and from every con-
sideration.

I have not any confidence in any taxpayer getting justice
before one of these boards in the department. He may get
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Justice; but he may not. I do not want to see this law so
framed that a taxpayer who wishes to take that course can
not appeal to a court unless he gives a bond. No ecitizen's
right to his day in court ought ever to depend upon his ability
to give a bond.

I grant that if the Government makes an assessment—and
some of the assessments have been very arbitrary, very oppres-
slve, very outrageous—and the Board of Appeals rules against
the taxpayer, it is possible that the Government ought not to
be restrained from collecting its tax during appeal unless a
bond is furnished; but a taxpayer ought to be allowed to pro-
ceed with his appeal in that case, not, however, enjoying the
right of supersedeas, just as the citizen is allowed his appeal
in a civil case where he is unable to give bond.

Mr. REED of Pennsylvania. The Senator has expressed it
better than I did. The taxpayer has that right. This is the
first time, Mr. President, since these tax laws began that we
have given the right to a judicial trial without either the
payment of the tax or the filing of a bond—that is before tho
Board of Tax Appeals. Now, assuming they decide against
the taxpayer, then he has three alternatives. He can ejther
pay the tax and continue his appeal or he may file the bond
and continue his appeal—

Mr. REED of Missouri. And the bond supersedes——

Mr. REED of Pennsylvania, The bond supersedes the action
of the collector, supersedes the judgment.

Mr. REED of Missouri. Yes.

Mr. REED of Pennsylvania, Or he may do neither and con-
tinue his appeal. Then, of course, the collector's remedy of
distraint and collection remains as before.

Mr, REED of Missouri, The Senator informs me that that
is the present sifnation under this bill?

Mr. REED of Pennsylvania. That is the way the bill now
stands; it never has been the law heretofore.

Mr. REED of Missourl. It is reasonably satisfactory in that
shape.

Mr. REED of Pennsylvania. If seems to us to be fair.

The VICE PRESIDENT. Without objection, the amendment
to the amendment is agreed to.

Mr. GLASS. Mr. President, the Senator from Pennsylvania
says this is the first time the taxpayer has had available
judicial process. I am wondering whether 1f may be described
as judicial process, I am wondering whether or not we shounld
permit attachés of the Internal Revenue Department or former
attachés of the Internal Revenue Department to serve on the
Board of Tax Appeals.

Mr, REED of Pennsylvania. We have complete control of
that, Mr. President, because the nominations are all subject to
confirmation by the Senate.

Mr, GLASS. Yes; that I know: but we have a tax board
that, in my vlew, is literally saturated with bureaun ideas. It
is a tax board pretty much like the bureau itself, which thinks
that it is established not to see that the taxpayer gets justice,
but to see, primarily and first of all, that the Government gets
every dollar that it may think is due the Government; and that
notion it has above every other notion. Above any considera-
tion of a judicial consideration, it has the idea that the Gov-
ernment must, first of all, be sure to get everything it can; not
everything it should, but everything it can.

Mr. REED of Pennsylvania. I think that was true of the
old tax board, and that is what we are trying to correct in this
bill by lengthening the term and glving more compleie in-
dependence on the part of the members of the tax board.

Mr. GLASS. But if a man imbued with that notion should
get on the board, the longer his term the more I object to him.

Mr. REED of Pennsylvania. Then, we ought not to confirm
him,

Mr. GLASS. If we preeclude by statnte membership on that
board to anybody who has had an assoclation of that kind and
has become impregnated with that sort of spirit, then we would
be more certain of getting the right kind of a board.

Mr. FLETCHER and Mr. KING addressed the Chair.

Mr. REED of Pennsylvania. I yleld first to the Senator
from Florida.

Mr, FLETCHER. I wish to suggest that, having seen some
opinions rendered by the Board of Tax Appeals, I think the
most important right that is preserved here—and, as I under-
stand the Senator, it is preserved; that has been my under-
standing of the bill—is the right to go into the-district court
by the taxpayer upon the payment of the tax. I do not think
that we ought to allow him to do that unless he does pay the
tax; but when he pays the tax his right to go into the district
court is preserved. To me that is the important right that
he has, and it is worth a great deal more to him, in my judg-
ment, than is the right to appeal to the Board of Tax Appeals.
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Mr. REED of Pennsylvania. If the Senator will examine
the amendments which we wrote to the original section, he
will see that we have been scrupulous to preserve that right.
The taxpayer did not have it under the House bill.

Mr. KING. Mr. President, I think the provisions to which
the Senator hus referred—and I was one of the subcommittee
which considered them—are exceedingly liberal; indeed, I
have been inclined to think they are in some respects rather
too liberal. But I wish to say to the Senator from Virginia
that I have an amendment attacking some provisions of the
sections dealing with the Board of Tax Appeals. I agree with
the Senator. I think this board is saturated with bureaucracy.
Nearly all of the members were taken from the bureau. They
were the ones who were performing the duty of passing
upon these controverted questions. Four or five of them were
brought back into the bureau after they had separated them-
selves from the bureau. The contention is that the salary
paid is too small; and yet four or five of these men who had
been with the bureau for some time and then went out to
practice law, apparently were very glad to get back into the
bureau. 3

I hlive here an amendment which attacks the tenure of
office of the members of this board. The House had a pro-
vision giving these men positions for life. I am very glad to
say that the Senate commiitee did not accede to the view
of the House, and in that respect greatly improved the bill
as it came from the House. I think the amendment which I
have offered, and to which I shall call attention later, will
be another improvement to the bill as it came from the House.

Mr. REED of Missouri. Mr. President, I desire to ask the
Senator from Pennsylvania another question. I am asking
these questions about matters which I ought to know myself;
but a= the Senator knows, I have had no opportunity yet to
examine this bill.

In case an appeal is prosecuted from the Board of Tax
Appeals to a district court——

Mr. REED of Pennsylvania. Pardon the interruption, but
the appeal lies directly from the Board of Tax Appeals to the
circuit court of appeals or the Court of Appeals of the District
of Columbia.

Mr. REED of Missouri. Very well. When that case goes to
the court of appeals, it goes solely upon the record that was
previously made. Is that right?

Mr. REED of Pennsylvania. It goes on the record made in
the Board of Tax Appeals; yes.

Mr. REED ¢f Missouri. And in the Board of Tax Appeals
is it not true that they consider affidavits and letters and hear-
say evidence of every sort—evidence that does not come within
the ordinary rules of evidence?

Mr. REED of Pennsylvania. I do not know what the practice
has been in the past; but we have taken care that it shall not
be so in the future, because we have provided in the bill that the
rules of evidence in the Board of Tax Appeals shall be the same
as those prevailing in the courts of equity in the Distriet of
Columbia; and if they shounld receive any such hearsay state-
ments as the Sepator has described, of course, that would be
reversible error.

Mr. REED of Missourl. The reason why I ask the guestion
fs that my understanding is that the courts have sustained
actions of boards based upon just the kind of evidence I de-
scribed a moment ago,

Mr. REED of Pennsylvania,
get away from now.

Mr. REBD of Missouri. And I am glad to know that that
has been avoided. .

Afr. GEORGE. Mr. President, if the Senator will pardon me,
I may snggest that every reasonable effort has been made to
bring this board out of the class of a mere administrative body
into the status of a court; and I think the rules of evidence
to which the Senator refers have been amply cared for in this
provision.

Mr, REED of Missourl. I am very glad to know that. Now
just one further question:

Why is it that a taxpayer can nof be given his day in court
by direct action, without first requiring him to pay the tax
that is assessed? I know I shall be met with the statement
that it would mean inferminable delay to the Government;
but it freguently happens that the tax that is assessed is
ruinous, and that the taxpayer can not raise the money. It
always happens that it is a hardship if the tax is wrongfully
laid. Why should not a taxpayer be allowed to litigate in good
faith these additional assessmenis; and why can not the Gov-
ernment be protected against an abuse of the courts for
purposes of delay by giving to the court the right to assess
the costs and peualties if the suit is not brought in good faith
and upon a meritorious cause? :

That is what we are trying to
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Mr. REED of Pennsylvania. In substance, that is what we
have done by giving the taxpayer the right to appeal to the
Board of Tax Appeals without the payment of tax and with-
out giving bond, but we did not think it right to give him the
righ to file a simllar appeal in any district court anywhere
without either glving bond or paying tax. That is too liberal
to the taxpayer.

Mr. REED of Missouri. No, Mr. President; here is the trou-
ble, if the Senator will pardon me: I am simply trying to get
at this on ifs merits. There iz no spirit of controversy about
it. The trouble is when you give an appeal to a Board of
Tax Appeals it sits here in Washington, does it not?

Mr. REED of Pennsylvania. No.

Mr., SMOOT. It travels around the country.

Mr. REED of Pennsylvania. There are 16 members, and
they sit in divisions. They sit all over the United States.
It is really a more convenient court than the district court of
the United States. It is an expert court. It is more up to date.
It is more convenient to the taxpayer. Take the Senator's own
circuit, which is a couple of thousand miles long: It is a whole
lot harder for the taxpayers in many parts of that circuit to
get to the nearest district court than it is for them fo get to
the uearest division of this Board of Tax Appeals.
thMr' REED of Missouri.#No; the Senator is mistaken about

at.

Mr, SMOOT. They held court one month at 8t. Louis and
one month at Kansas City this year.

Mr. REED of Missourl. The Senator is speaking about the
court of appeals?

Mr. SMOOT. No; I am speaking of our Board of Tax
Appeals.

Mr. REED of Missouri. I am speaking about the district
courts of the United States.

Mr. REED of Pennsylvania. Will not the Senator consider
for a minute the predicament of the taxpayer in New York
City, where the district court is literally choked with prohibi-
tion cases?

Mr. REED of Missouri. I consider that, yes, as one of the
nuizances that attach to prohibition; but the answer to that
ought to be that we should either create more courts or we
should take away from the courts these police duties that are
now fordd upon them. The fact that somebody wants to have
a man prosecuted for keeping a gill of whisky in the cupboard
in his house is no reason why a taxpayer should be denied his
day in court, where he may be assessed $100,000 by the arbi-
trary action of a wholly uninformed special agent sent out by
the Government.

Mr. REED of Pennsylvania. The Senator's argument is
unanswerable in logie, but it is pretty poor satisfaction to the
taxpayer who wants action and can not get it.

Mr. REED of Missouri. Oh, no; let us see if the shoe is not
on the other foot. I live in Kansas City, let me say. Some
agent comes down from Washington and says that I owe $£50,000
of taxes, which I do not owe. I say: “I will not pay it. Go
into the district court over here and file your suit.” Or I could
be given the right fo go into the distriet court and have the
assessment enjoined. If I do not get a trial on that right away,
I am not suffering tremendously. Besides, we can easily pass
a law that those cases should be expedited. Now, if I file that
case or mike a defense in that case in bad faith the court could
be authorized to assess not only the ordinary costs but attor-
neys' fees or penalties upon me. That will deter people from
making false defenses; and these things are done, not once in
a while but habitually.

A man comes down without any evidence that is worthy of
consideration and raises some taxpayer's tax. I have in mind
now a case that came to my atténtion only to-day. A lawyer
collected a fee of about $10,000, which represented practically a
year's work. He turned it in in his tax return as fees received.
One of these bright young gentlemen from Washington landed
in that town and without coming to ask him a word, havin
found out that a eertain corporation in another State had pal
him $10,000, proceeded to assess him $10,000, and said that was
not returned, although it was the very item he had returned as
fees. Now, of course, that lawyer will take eare of himself.
He is not an object of sympaihy; but things of that kind are
happening every day where these men, without any evidence
that is worthy of the name, are going cut and piling on immense
assessments.

When you propose that a man shall go to the Board of Tux
Appeals it is a good deal like going to be tried on a question
of offense against the Mohammedan religion before a Turkish
court; and you can go and try it hundreds of miles, perhaps,
from your home. You can hire a lawyer to do it. If you are
in your own home or in your own judicial distriet, It is not
nearly so difficult; and my experience has been that the only
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place in the world where you can get a controversy seitled
and settled right is in a court of justice, They make mis-
takes, but they try not to; and you have rules of law and evi-
dence that protect you, aud you have a right of appeal that
protects you.

I think every citizen ought to have the right to refuse to
pay his tax and fo go into court and test the matter, provided
always that there should be sufficient penalties aftached to
deter a man from bringing a wrongful sult—I do not mean a
mere mistake; but even there the costs are sufficlent—and I
think that until we do that we are going to have this con-
stantly inereasing arbitrary action by the agents of the Treas-
ury Department.

I do not say that to attack these men harshly. Many of
them are men who are just overzealous; many of them are
men who are lacking in experience; many of them are impelled
by an ambition to make a great showing.

In my own personal experience I have had two cllents who
were absolutely ruined by assessments that were unjust and
that could not have stood up in a court of justice. Of course,
I could not represent them before boards and commissions
down here. They were assessed without rhyme or reason,
and in some way or other the day passed when they had any
chance to protect themselves; and it was no protection to
them to say, “ Pay your taxes and then go into court,” because
they did not have the money to pay the taxes and could not
ralse the money to pay the taxes and be out of the money two
or three years.

I do think that we ought to open the door of the courts wide,
g0 that the citizens of the country can protect themselves
against unjust taxation. I do not want to delay this bill a
minute. I presume the right of amendment is open, and will
be open until the final passage of the bill in the Senate; but I
want to give notice that I am going to ask at the proper time
for the consideration of an amendment such as I have re-
ferred to.

Mr. REED of Pennsylvania. I suggest that the Senator
will have ample opportunity to study the bill and to renew
these objections and offer any amendments when the bill is in
the Senate.

Mr. McKELLAR. Mr, President, I indorse very heartily
all the Senator from Missourl has said about the use of the
distriet courts, and several days ago I offered an amendment,
which I desire to read at this time for the benefit of the Sen-
ator from Missouri and of other Senators, on that subject. My
idea was to make this amendment apply solely to the future
and leave the machinery of the Board of Tax Appeals as it is.
This amendment is to be offered on page 274, and is as follows:

DISTRICT COURTS

Exclusive jurisdiction s hereby eonferred upon the district courts of
the United States to hear and determine, according to the rules of
equity, as in other cases where the sum involved exceeds $10,000, first,
all claims of taxpayers hereafter arising for refunds; second, all claims
of taxpayers hereafter arising for depletions and abatements; third, all
claims for additional taxes claimed by the Government against any tax-
payer, whatever the nature of the claim, when the amount is In excess
of $£3,000.

No action shall be malntained under this section unless brought
within the statute of limitations two years from the date of payment
of the tax; or If brought by the Government, two years from the date
the tax became due: Provided, That in all cases of constructive fraund
the action may be brought at any time within six years. Service of
process upon the distriet attorney of the distriet in which the taxpayer
resides, or his assistant, ghall be binding upon the United States, and
the district attorney shall defend all tax suits brought under this para-
graph. Al suits brought on behalf of the Government under this para-
graph shall be brought by the district attorney of the district in which
the taxpayer resides. The records of the Internal Revenne Burean
respecting such claims of taxes shall be sent to the distrlet attorney in
the event of a suit brought under this section and shall be available to
the inspectlon of the taxpayer or his attorney. Appeals from the decl-
sion of the district judge are to be granted in accordance with the rules
of practice In other equity cases arlsing In such courts.

The words * hereafter arising” are unsed in this amendment.
If the Senator will indulge me a moment, I would like to say
that the impelling motive with me in offering the amendment
was this: Under the present system, a taxpayer is put to a
world of trouble when a reassessment is made against him,
and that is the usual case, For instance, 1f he lives in my
State, a thousand mileg away from Washington, he has to come
to Washington himself and employ an attorney here, or employ
an attorney at home and send him to Washington, at great
trouble and expense. It is oftentimes not only many months,
but sometimes years, before he gets action by the unit in the
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revenue office. Then he may take his case to the Board of
Tax Appeals, and if he does not get what he wants up there,
he has to employ probably another attorney, because the kind
of an attorney who would go before the Board of Tax Appeals
is not the kind of attorney who would file the proceedings in
the circuit court of appenls, or in the Court of Appeals for
the District of Columbia, in all probability, if he undertakes to
carry the case up.

It seems to me, as the Senator from Missouri so well argued
a few moments ago, that this is an imposition upon the tax-
payer which ought not to be allowed. It seems to me our dis-
trict courts ought to be open for the benefit of the taxpayers.
That matter ought fo be settled in favor of the taxpayer. The
taxpayer has some rights which Congress ought to guarantee.

The VIOE PRESIDENT. The question is on agreeing fo the
amendment to the amendment,

The amendment to the amendment was agreed to.

The amendment as amended was agreed to.

Mr. REED of Pennsylvania. I send to the desk and ask to
have read the following amendment.,

Mr. McEELLAR. A parlimentary inquiry. We are still
on cg’mmittee amendments, and this is a committee amend-
ment?

Mr. REED of Pennsylvania,
amendments,

The VICE PRESIDENT. The clerk will read the amend-
ment.

The Cuier CrErg. On page 289, after line 18, insert:

8pc, 1108 (a). The bar of the statuts of limitations against the
United States and against the taxpayer in respect of any Internal
revenue fax shall not only operate to bar the remedy but shall extin-
guish the Hability.

Mr. REED of Pennsylvania, Mr. President, just a word in
explanation of this amendment. The necessity for it arises
from a very pecullar case. In a recent decision in the Court
of Clalms it has been held, in substanee, that after the statute
of limitations has run against the collection of a tax, the
collector may nevertheless issue his distraint and collect the
tax by a distraint, and then if the taxpayer brings suit against
the United States to recover it back, he, being the plaintiff,
can not plead the statute of limitations, although the United
States would have been barred from a suit for the tax because
the statute had run. It is a preposterous result, it seems to
me, and a very great hardship to the taxpayer, to allow such
a condition to continue, and while I feel reasonably confident,
with all respect to the Court of Claims, that that case will be
reversed on appeal, I do not think we ought to allow even a
possibility that it will not remain, and we ought to correct
it now.

Mr. REED of Missourl., I think the Senator is undoubtedly
right about that; but what has the Senator to say about taking
away this right of distraint?

Mr. REED of Pennsylvania.
That is a right which almost every tax collector has.
have to keep that right.

Mr. REED of Missouri. We do not have it in my State
until the taxpayer has his day in court, and it is not to be
found in any white man's State.

Mr. REED of Pennsylvania. The distraint can not be levied
under this bill until the taxpayer has had a chance for appeal,
has had a chance for a redetermination of his tax, which he
ought to have.

Mr. REED of Missouri.
changed very radically.

Mr, REED of Pennsylvania. It has been changed.

Mr. REED of Missourl. I am glad it has been. Let me ask
one further question, and then I will not have to interrupt the
Senator again in his labors. The return is made by the tax-
payer, and somebody connected with the Government comes
down and raises the amount. The taxpayer refuses to pay and
appeals to the Board of Tax Appeals. That board’s habitat,
when it is home, is in Washington. Where is the record
made up?

Mr. REED of Pennsylvania. The record will be filed, 1 sup-
pose, in Washington. In fact, I am guite sure it will be.

Mr. REED of Missouri. How Is the case trled? How is the
evidence taken, and where is the evidence taken?

Mr. REED of Pennsylvania. The evidence is taken at any
place where the division of the board may sit.

Mr. REED of Missouri. Does the Board of Tax Appeals sit
to hear the evidence itself, or does it sit to pass on evidence
that has already been collected?

Mr. REED of Pennsylvania. A member of the bourd him-
self is the examiner, and takes the evidence.

These are offered as committee

Oh, no; we can not do that.
We

Then the law must have been

-
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Mr. REED of Missourl. A single member?

Mr. REED of Pennsylvania. One or more members may
constitute a divislon, and thelr decision, of course, is always
subject to review by the full board.

Mr. REED of Missourl. Let me see, now. I refurn my taxes
jn Kansas City. Somebody whom I never saw before, without
speaking to me at all or telling me anything about what he is
going to do, suddenly notifies me that he has doubled my tax
assessment, I get this notice. What is the next step?

Mr. REED of Pennsylvania. The next step is to go before
the division of the Board of Tax Appeals, one or more mem-
bers, present the case, try it out, argue i, and then you are
notified of the decision.

Mr. REED of Missouri. How do I get to this one member;
do I wait for him to come to Kansas City?

Mr. REED of Pennsylvania, Yes. He was in Kansas City
last November and heard over a hundred cases there.

Mr. REED of Missouri. That is, one man? 3

Mr. REED of Pennsylyania I do not remember whether it
was one or two.

Mr. REED of Missouri. Well, one or two.
evidenee, just as a court does?

Mr. REED of Pennsylvania. Yes; exactly like a court. He
is bound by the same rules of evidence that govern a couri,
under this bill. Under the old act he has not been.

Mr. REED of Missourl. Suppose he does not come to Kan-
gas City; what will I do?

Mr. REED of Pennsylvania.
any tax until he does come,

Mr. REED of Missouri. Is he obliged to come there at given
terms?

Mr. REED of Pennsylvania, He is obliged to do as the
circuit court does, to get around with reasonable frequency.

Mr, REED of Missouri. Are there any terms fixed?

Mr. REED of Pennsylvania. There are no terms fixed by
the bill, but the board itself is given power to establish rules
to control such matters. If there is any delay, you do not
pay your tax, that is ail. It is an ideal situation for the tax-
payer.

Mr. REED of Missouri. I am not so sure. How do I stop
the proceedings for distraint?

Mr. REED of Pennsylvania. There can not be any pro-
ceedings for distraint if you bave taken your appeal in time.

Mr. REED of Missouri. Where do I lodge my appeal? In
Washington?

Mr. REED of Pennsylvania. In Washington, It can be
done informally, by telegram or by letter.

Mr. REED of Missouri. Then I wait, and when this indi-
vidual, or these individuals, come into my district, I appear
before them. How are the districts defined—by tax distriets
of some kind?

Mr. REED of Pennsylvania. There iz no sgharp definition.
The members of the board go where the business requires
them to go.

Mr, REED of Missouri,
appearance there?

Mr. REED of Pennsylvania. That is fixed by a rule of
the board. I do not know what it is.

Mr. REED of Missouri. And you do not know what it will
be?

Mr. REED of Pennsylvania. I have no idea.

Mr. REED of Missourl. Then these gentlemen git down
and hear the case, the evidence is produced, and a record is
made and preserved?

Mr. REFD of Pennsylvania. Precisely.

Mr. REED of Missouri, Then when you come finally to
have the case heard on appeal where do yon go?

Mr. REED of Pennsylvania. It is tried on that record, either
in the Court of Appeals for the District of Columbia or in the
cirenit court of appeals of the taxpayer's home circuit.

Mr. REED of Missourl. Either one?

Mr. REED of Pennsylvania. Either one, at the taxpayer's
option. He may go to either one he prefers.

Mr. REED of Missouri. The taxpayer makes the choice?

Mr. REED of Pennsylvania. I was in error about that, I am
advised. He can come to the District of Columbia only by
agreement with the Commissioner of Internal Revenue. But
he has a right to go to the circuit court of appeals of his home
circuit.

Mr. REED of Missouri. Then, as a matter of fact, while
there is a Board of Tax Appeals of 16 members, the taxpayer
has his hearing before one or two of them who come out to his
distriet?

Mr. REED of Pennsylvania. Precisely.

Mr. REED of Missourl. And if he is not pleased with that,

He hears the

Then you do not have to pay

What notice do they give of their

then he can appeal to the circuit court of appeals of his circuit?
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Mr. REED of Pennsylvania. In the meanwhile he can apply
to the chairman of the board for a rehearing before the full
board. That is provided, as the Senator will see, on page 2681

In case of a decision by a division—
That means one or more members—

the decision and the findings of fact—
Which they must make—

in connection therewith shall become the decision and the findings of
the board after 80 days * * * unless within such perlod the
chairman has directed that such decision shall be reviewed by the
board.

So there is a chance for a reargument before the court in
bane, so to speak, after the division has acted.

Mr. REED of Missourl. But the taxpayer can get that only
when he can get the chairman of the board to Lring the case up
here, and when he does he has to come to Washington to
argue it?

Mr. REED of Pennsylvania. He can make his application
by mail, of course, but he has to come here to get before the
full bench.

Mr. REED of Missourl. I think I understand it, but I want
to be sure. A citizen's taxes are raised. He files his protest
against the amount in the city of Washington with the Board
of Tax Appeals. Thereafter one or two members of that board
may go to his district where he has a hearing, and their judg-
ment is final unless he can come or send to Washington and
induce the chairman of the board to order the case sent to the
full board, in which event he must come to Washington to
present his case or employ attorneys to do that for him; or if
he does not appeal to the general Board of Tax Appeals he can
appeal from the decision of the district tax commission, or,
having let it become final without such appeal, to the Cirenit
Court of Appeals of the United States for his district. In
order for him to get a decision that is favorable to himself he
must at least journey to the circuit court of appeals of his cir-
cuit or he must journey to the city of Washington.

Mr. REED of Pennsylvania. Provided the decision of the
board goes against him.

Mr. REED of Missouri. Oh, certainly. If it goes in his
favor of course he has no complaint. A taxpayer whose taxes
are raised only $500 or $600 would a good deal better pay
the tax than to subject himself to that kind of hardship and
expense,

Mr. REED of Pennsylvania. That is what I have done, and
I suppose the Senator has done the same thing.

Mr. REED of Missouri. Exactly. That is what thousands
of people are doing. There has been provided no machinery
by which they can get a speedy hearing before any tribunal
except this tribunal that is composed of one or two men who
are sent out from the tax commission.

Mr, REED of Pennsylvania. Yes. If it is only 5 cents, the
taxpayer can pay it and bring suit in the distriet court to get
it back where he can get a jury trial before his own neighbors,

Mr. REED of Missouri. That is. after he has paid it.

Mr. REED of Pennsylvania. But if it is a small amount he
does not mind it.

Mr. REED of Missouri. But suppose it is a larger amount?

t]\ér. REED of Pennsylvania. Then it is worth while to take
a trip.

Mr. REED of Missourl. I do not think so. I do not think
it is worth while ever to make it so that a citizen of the Unifed
States has to journey across the continent to get a hearing
before a court or before any tribunal on earth except the
Supreme Court of the United States, and necessarily some cases
have to go to that tribunal.

I know the Senator’s purpose in this matter has been a very
fair one, because I have heard him talk in the commitfee and
I think there has been some improvement made in the measure.
But I ean illustrate, in a case that came directly to my atten-
tion, the hardships involved in the circumlocution we have set
up. There was a corporation, an estate that had been incor-
porated. It had no net income. It was In fact hovering on the
verge of bankruptcy, not because it dld not have some assets
but because they were encumbered and the encumbrance coming
due. A gentleman landed in town one day and when he went
out he had assessed them $5,000 tax. They had just abont that
amount of money gathered up to pay the interest on a deed of
trust. They had to take the money to pay the tax and sue to
get it back, and in the meantime the genfleman who held the
trust is foreclosing on the property,

If that were a single instance, it wonld not be so bad. I
think the bill needs just one more amendment in this particular,
and that is a provision that any ecitizen can go into court with-
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out paying any tax and resist the payment. In the meantime
I agree that the Government for its own protection ought to
be allowed, perhaps, in such a case as that to issue a distraint.
But the idea that a man must first pay his money and then
sue to get it back is anomaly in the law. It Is not applied
between individuals, and I hope the Senator can bring himself
to my way of thinking, so that when an amendment is offered
which I shall offer it can have the support of the committee.

The VICE PRESIDENT. The question is on agreeing to
the amendment of the committee.

The amendment was agreed to.

The Caier CrLerk. The next amendment is on page 289, line
19, to strike out * section 1106 " and insert “{b).”

The VICE PRESIDENT. Without objection the amendment
is agreed to.

Mr. REED of Pennsylvania. I have one more amendment
to offer. The amendment was offered for consideration last
Baturday, but was not acted upon. I ask that it be reported
now and that we may act upon it at this time,

The VICE PRESIDENT. The amendment will be stated.

The Curer CreErx. On page 334, after line 10 or the amend-
ment heretofore agreed to, insert a subhead “Amortization de-
ductions,” and the following new section:

8ec. —. The deduction provided by paragraph (9) of subdivision
.(n) of section 214 or by paragraph (8) of subdivision (a) of section
284 of the revenue act of 1918, may (notwithstanding any provisions
of the revenue act of 1921) be allowed for the taxable year 1018,
1919, or 1920, if claim therefor was made before March 3, 1924,

Mr. REED of Pennsylvania. Mr. President, this amendment
was discussed at length on Saturday last. It 1s extremely
technical. It has been submitted to a subcommittee consist-
ing of the junior Senator from Utah [Mr. Kixe] and myself.
It has been submitted to the Senator from Michigan [Mr.
Covzexs], and by him to Mr. Manson, the counsel for the
Counzens committee. It is entirely satisfactory to all those
gentlemen and to the Bureau of Internal Revenue as well. A
brief explanation of it is as follows:

Sections 214 (a) (9) and 234 (a) (8) of the revenue act
of 1918 allowed the deduection from gross income of a reason-
able allowance for amortization. Sections 214 (a) (9) and
234 (a) (8) of the revenue act of 1921 granted as a deduction
from gross income the same allowance for amortization, but
provided that such deduction should be allowed—

for any taxable year ending before March 3, 1924 (if clalm therefor
was made at the time of filing return for the taxable year 1918, 1019,
1020, and 1821).

This provision in the 1921 act has been held by the Board
of Tax Appeals in the case of the Stauffer Chemical Co. (2
B. T. A. 841) as barring an allowance for amortization for
1918, 1919, or 1920 unless it was claimed on the original re-
turn. This decision is not in accordance with the intention
of Congress in passing the 1018 or 1921 aets. The committee,
therefore, offers the pending amendment to provide that not-
withstanding the provisions of the 1921 act the amortization
deduction for 1918, 1919, and 1920 shall be allowed if claim
is made before March 3, 1924, which was the limit placed by
the 1918 act itself upon the making of such claims.

The VICE PRESIDENT. Without objection the amend-
ment is agreed to. i

Mr. REED of Pennsylvania. Mr. President, I ask unanl-
mous consent that when the Senate concludes its business
to-day it shall take recess until 11 o'clock to-morrow morning.

The VICE PRESIDENT. Is there objection? The Chair
hears none and it is so ordered.

Mr. COPELAND. Mr. President, I hope the Senator from
Utah does not intend to stop scon. 1 do not see any reason
why we should. The agreement was that we were to stay
in session until 10 o’clock.

Mr. REED of Pennsylvania.
cessation of activities now.

Mr. COPELAND. I think we should take up some of the

minor amendments and get them out of way.
. Mr, SMOOT. If we proceed any further this evening I
would like to take up Title 9, Board of Tax Appeals. I ask
my colleague and the Senator from Mississippl [Mr. Hagrison]
if they have any objection to taking that up?

Mr. HARRISON. I think it will be all right.

Mr. KING. I am not quite ready, I will say to my colleague.
I did not think that amendment would be reached this eve .

Mr. SMOOT. My colleague asked that paragraph (b) go
over, That is with reference to the term of office of all mem-
bers who are to compose the board prior to June 30, 1026,

Mr. KING. Yes; I am familiar with the amendment.

We have not requested any
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Mr. SMITH. May I ask the chairman of the committee what
change, if any, has been made in the munitions tax? Has there
been any change?

Mr. SMOOT. There is no munitions tax in the bill.

Mr. SMITH. The 10 per cent tax on loaded shells has been
left out?

Mr. SMOOT. It is not in the bill at all.

Mr. SMITH. I have had many inquiries about it.

Mr. BMOOT. It may be that the Senator refers to revolvers,
We have a tax on revolvers.

Mr. SMITH. No; I am talking about loaded shells.

Mr. SMOOT. That is all out. There is nothing in the bill
now about it.

There are a number of Senators who have asked that we
take up the alcohol tax, I shall know to-morrow morning
whether it is possible to disagree to the Senate committee
amendment and allow the House provision on aleohol to
stand.

My, SMITH. What was the reduction on the part of the
House? ,

Mr. SMOOT. The House reduces it finally to the amount of
§1.10. The tax to-day is $2.20. There is a graduated tax pro-
vided until it gets to $1.10, which was the point at which it
stood before the war.

Mr. SMITH. Is that based upon the purity of the alcohol?

Mr. SMOOT. That is 96 proof aleohol.

Mr. HARRISON. I hope the Senator will let that matter
go over until to-morrow and that he will come to the conclusion
that we can accept the House provision.

Mr. McKELLAR. Does the Senator think we can do it?

Mr. SMOOT. My impression is that we can.

Mr. McKELLAR. I am very glad to hear it.

Mr. SMOOT, But I really do not know.

Mr. SMITH. The Senator thinks he ecan reach an agree-
ment as to the reduetion?

Mr. SMOOT. I can not say offhand to-night, but I will know
to-morrow.

ALUMINUM 0. OF AMERICA

The VICE PRESIDENT lald before the Senate the follow-
ing communication from the acting chairman of the Federal
Trade Commission, which was read, and, with the accompany
files of papers, referred to the Committee on the Judlciary:

FeEpERAL TrApE COMMISSION,
Washington, February 6, 198,
To the PRESIDEXT oF THE UNITED BTATES SENATE,
Washington, D. C.

Dear Sik: I have the honor to acknowledge on behalf of the Federal
Trade Commission the recelpt of Senate Resolution 141, adopted Feb-
ruary 5, 1926, reading as follows:

“ Resolved, That the Federal Trade Commisslon be directed to trans-
mit to the Senate, at the request of the Committee on the Judiciary,
any evidence, documentary or otherwise, In its possession affecting the
question of whether there have been Infractlons by the Aluminum Co.
of America of the decree entered agalnst it in the year 1912 in the
Distrlct Court for the Western District of Pennsylvania.”

In pursuance of the foregoing resolution the commission is pleased
to transmit herewith to the Senate the flles containing all evidence
In I1ts possession covered by the resolution.

Accompanying sheets identify the files, and it 1s requested that such
files be returned to the commisslon when they shall have served thelr
purpose, as the files contain original documents upon which a published
report of the commission is based and orighnal papers required in the
prosecution of a case Instituted by the gommission for violation of law,
which case is now proceeding.

By direction of the commission.

Cordially yours,
C. W. HuxT, Acting Chatrman.

JUDGMENTS OF THE COURT OF CLAIMS—WAR DEPARTMENT .(S.
DOC, NO. B4)

The VICE PRESIDENT laid before the Senate a communiea-
tion from the President of the United States, with an aecom-
panying letter from the Director of the Bureau of the Budget,
transmitting, pursuant to law, a list of judgments rendered
by the Court of Claims (submitted by the Attorney General
through the Secretary of the Treasury and requiring an appro-
priation for their payment), under the War Department,
amounting to $129,783.11, which, with the accompanying papers,
was referred to the Commitiee on Appropriations and ordered
to be printed.

JUDGMENTS OF COURT OF CLATMS—WAR AND NAVY DEPARTMFENTS
(8. DOC. NO. 52)

The VICE PRESIDENT laid before the Senate a communica-
tion from the President of the United States, with an accom-
panying letter from the Director of the Bureau of the Budget,
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transmitting, pursnant te law, a list of judgments rendered by
the Court of Claims (submitted by the Attorney General
through the Secretary of the Treasury and requiring an appro-
priation for their payment), under the War and Navy De-
partments, amounting to $991,725.24, which, with the accom-
panying papers, was referred to the Committee on Appropria-
tions and ordered to be printed.

JUDGMENTS OF DISTRIOT COURT OF UNITED STATES (8. DOC. NO. 60)

The VICE PRESIDENT laid before the Senate a communi-
cation from the President of the United States, with an accom-
panying letter from the Director of the Bureau of the Budget,
transmitting, pursuant to law, records of judgments rendered
against the Government by the United States district courts, as
submitted by the Attorney General through the Secretary of
the Treasury, amounting to $17,135.51, under the United States
YVeterans' Burean, Navy Department and War Department, and
requiring an appropriation for their payment, which, with the
accompanying papers, was referred to the Committee on Ap-
propriations and ordered to be printed.

CLAIMS ALLOWED BY GENERAL ACCOUNTING OFFICE (S. DOC. NO &3)

The VICE PRESIDENT laid before the Senate a communica-
tion from the President of the United States, with an accom-
panying letter from the Director of the Burean of the Budget,
transmitting, pursuant to law, schedules of claims amounting
to $229.982.29, allowed by various divisions of the General Ac-
counting Office, under appropriations, the balances of which
have become exhausted or carried to the surplus fund, which,
with the accompanying papers, was referred to the Committee
on Appropriations and ordered fo be printed.

ESTIMATES OF APPROPRIATIONS FOR DEPARTMENT OF OOMMERCE
(8. DOC. KO. 55)

The VICE PRESIDENT laid before the Senate a communi-
cation from the President of the United States, with an accom-
panying letter from the Director of the Bureau of the Budget,
transmitting, pursuant to law, supplemental estimates of appro-
priations, in the sum of $80,000, required for the Department
of Commerce for the fiscal year ending June 30, 1926, which,
with the accompanying papers, was referred to the Committee
on Appropriations and ordered to be printed.

CLYDE STEAMSHIP CO. (8. DOC. NO. 51)

The VICE PRESIDENT laid before the Senate a communi-
cation from the Presldent of the United States, with an accom-
panying letter from the Director of the Bureau of the Budget,
transmitting, pursuant to law, a record of judgment rendered
against the Government by the United States District Court for
the Eastern District of New York, as submitted by the Attorney
(eneral through the Secretary of the Treasury in favor of the
Olyde Steamship (o, amounting to $802.80, which, with the
accompanying papers, was referred to the Committee on Appro-
priations and ordered to be printed.

REPORTS OF THE COMMERCE COMMITTEE

Mr., BINGHAM, from the Committee on Commerce, to which
were referred the following bills, reported them each without
amendment and submitted reports thereon:

A bill (8. 2784) granting the consent of Congress to the
Lounisiana Highway Commission to construct, maintain, and
operate a bridge across the Black River at or near Jones-
ville, La. (Rept. No. 1563) ; and

A bill (8. 2785) granting the consent of Congress to the
Louisiana Highway Cemmission to construet, maintain, and
operate a bridge across thg Ouachita River at or near Har-
risonburg, La. (Rept. No, 154).

WOODROW WILSON

Mr. NEELY. Mr. President, I present an editorial from the
Wheeling Register of the 8d instant on the late President
Woodrow Wilson, which 1 ask may be printed in the Recorn.

There being no objection, the editorial was ordered to be
printed in the Recorp as follows:

[From the Wheeling Register, Wednesday, February 8, 1926]
WOODROW WILSON

To-day two years ago occurred the death of Woodrow Wilson, martyr
President of the World War, after a long and lingering 1llness brought
about by heart and body wounds suffered in line of duty. If one must
die, what nobler death than fighting for the right against great odds?

The lsst sudible words of Woodrow Wilson were, “I am ready!"
His work here was done, but the dying man knew that the right for
which he stood would conquer. Ofttimes It fs that leaders nmst give,
sacrifice, and die to perpetuate a cause—to ennoble and endow it with
a triumphant spirit.

Bhortly after the passing of the anniversary of Woodrow Wilson's
birth, December 28 last; it was chronicled In the press that more than
500 dinners and meetings were held over the country in his honor, and
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these without the spur of organized propaganda, without an effort to be
impressive, without ostentation—but spontaneously and feelingly, be-
canse living people who hold fast to the great falth and precepts of
Woedrow Wilson wanted to meet in his name and renew, reaffirm, and
repledge themselves in allegiance to that falth.

And now, on the second anniversary of his death, we find the United
States (not the United States of the erstwhile irreconclliables, but the
United States of to-day) petitioning for membership in the World Court,
that tribunal of iuternational justice established under the covenant of
the desplsed League of Nations.

Passing time cures many 1lls, and tides of reality roll in upon the
minds of the people and wash away hatreds, animosities, and jealousles,
leaving there instead clearness, vision, and facts. Entrance into the
World Court is much more heartily indorsed over the ecountry than
even the one-sided vote in the Senate indicated, and all becanse the
American people now realize, soberly and sanely, that the world is
calling for this great country to advance and assume the moral leader-
ship which Woodrow Wilson saw and coveted for us,

It Is our duty to forget selfishness and serve all humanity. And
that can best be done through closer contact and better relatlons with
other people who look to us for guidance. Because Woodrow Wilson
has gone on, nothing mortal man ean say to condemn him will so act,
He has passed beyond the realm of the living. He must be judged by
his works, and God knows his works stand out triumphant and en-

during. They will continue to grow in importance, calling to mankind

to climb those heights to which they ever point.
PROHIBITION OBSERVANCE

Mr, JONES of Washington. Mr. President, a few days ago
there was placed in the REcorp an interview with, or statement
by Doctor Empringham, of the Episcopal Church, with refer-
ence to prohibition. I have here an article from the New
York Times of Fehruary 6, giving a statement from different
bishops of that church, which I ask may be printed in the
Recorp, together with an address by Bishop Maunning of the
same church.

The VICE PRESIDENT. Without objection it is so ordered.

(The statement and address are as follows:)

MANNING REPUDIATES MoDIFICATION PLEA; UrGEs Day CrUSADE—
Bissor RaLLies THE CHURCH For NATION-WIDE Duive 10 BrpporT
ProuieiTioN—LAW NoT AN “Impiors ONE"—IF EVER RESISTANCE
15 NecessiARY HE Hores It WiLL Be 18 HioHErR CAUSE THAN
Liguor—His Braxp HparTENS DRYS—WHEBLER APPLAUDS Ir—
Docror GrANT DiscLoses Wer Move BY CLUBS—EMPRINGHAM
UNDAUNTED
Bishop Willlam T, Manning repudiated the Church Temperance

Boclety's * change of policy " favoring light wines and beer in a ser-

mon on prohibition yesterday morning at the Cathedral of St, John the

Divine, He sald the society did not speak for the Episcopal Church

of either the Nation or the diocese of New York. He made an earnest

appeal for prohibition enforcement and expressed the belief that the
country wounld never repeal the elghteenth amendment or the Volstead

Act.

The modification policy of the Church Temperance Soclety was a
subject of intense Interest in church circles yesterday and was dis-
cuesed in many pulpits by clergymen who were virtually unanimous in
their support of views entertained by Bishop Manning.

The Rev. Dr. Percy Btickney Grant, former rector of the Episcopal
Church of the Ascension, in a sermon in the morning at the 8t. Mark's-
in-the-Bouwerie, charged that group identified only by number were
being organized In clubs and colleges to coperate in fighting prohibtion.

Wayne B. Wheeler, national counsel to the Anti-Saloon League,
hailed Bizshop Manning’s stand for prohibitlon as destined to give heart
to the forces that were fighting the movement of organized liquor Inter-
ests to upset the Volstead Act,

HEMPRINGHAM TO REPLY LATER

Soon after Bishop Manning had preached his sermon, Dr. James
Empringham, national secretary of the Church Temperance Society,
returned from Washington. He declined to explaln why he went to the
Caplital or by whom he was Invited. He said he would answer Doctor
Manning later.

Dr. James V., Chalmers, former president of the Church Temperanee
Boeiety, said Doctor Empringham bad * backslidden " and that he must
have acted withont authorization of the board of managers of which
Doctor Empringham was not a member in the administration of Doctor
Chalmers.

Crowde surpassed only by the throngs that fill the great unfinished
cathedral on Easter packed themselves into the edifice to hear Bishop
Manning's prohibition sermon which he had announced on Thursday.

To take care of the overflow eamp stools were placed in every corner
of the crossing, along the winding reaches of the ambulatory, back of
the cholr stalls, and in the entrances of many of the chapels. Bcorea
of worshipers found sests in the north gallery of the cholr loft, and
still there were hnndreds standing at the head of the alsles and near
the doorway of the crossing.
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MORE THAN 2,500 HEAR HIM

Between 2,500 and 3,000 persons listened to Bishop Manning's ser-
mon, according to an estimate of representatives of the cathedral.
The congregation pald marked attention to every word.

In the course of his sermon the bishop raised the question of how
the Church Temperance Soclety had reached its findings which, accord-
ing to the Rev. Dr. James Hmpringham, national secretary of the so-
ciety, showed that the 20,000 members of the society were overwhelm-
ingly In favor of modification of the Volstead Act to permit manu-
facture and sale of light wines and beer. He also wanted to know, he
gald, whether the Church Temperance Society itself had authorized the
announcement.

TEXT OF THE SERMON

Bishop Manning's text was from I Corinthians, viil, 13: * Where-
fore, if meat causeth my brother to stumble, I will eat no flesh for
evermore, that I cause not my brother to stumble.”” His sermon fol-
lows :

“There 18 at the present time much discussion of the question of
prohibition, and in view of the great importance of this question to
the life of our people, I feel it right, as bishop of this diocese, to make
some statements upon the subject and to state clearly my own judg-
ment in regard to it.

“Let me gay first that undue Importance has been attached to cer-
tain statements made in the name of the soclety known as the Church
Temperance Society. This soclety has no official authorization and no
right whatever to speak in the name of the Eplscopal Church. It Is a
voluntary association and its statements have only such weight as may
attach to those of any voluntary organization. They are mnot to be
taken as representing the mind of the Episcopal Church. For some
years past the church has scarcely been aware of the existence of this
society and it has not been regarded as having welght and influence in
the church.

CITES HOUSE OF BISHOPS’ STAND

“ How the findings were reached which were recently announced in
the name of the soclety and whether this announcement was authorized
and indorsed by the soclety itself we have stlll to learn. The mind
of the house of bishops was expressed at the general convention In
New Orleans last October by the adoptlon without a dissenting vote of
the following resolution :

« Regolved, That facing the danger of the spirit of lawlessness in
Amerlean 1ife we welcome the renewed efforts of the Government of
the United States to enforce strictly and impartially the prohibition
laws and the anflnarcotlc laws which are so widely and cynically dis-
regarded, and we call upon the people of our church to set a good
example of that obedlence to law without which no democracy can
endure,

“Ag indicating the mind of onr own diocese, our dlocesan convention
in 1923, after full consideration, adopted a resolution appealing to
Governor Smith to veto the bill repealing the Muilan-Gage law. No
action by the convention glnce that time has suggested any change in
{ts sentiment upon the subject.

“ My own judgment and conviction upon this question remain what
they were when I addressed our convention upon the subject in 1022,
I haye given much gtudy to the question and have considered carefully
tha evidence presented by those who believe in prohlbition and by those
who are opposed to it, and I have found no reason to change my views.
I do not hold that to drink wine or other intoxicant in moderatlon is
in itself a sin. But I believe that the prohibition law properly en-
forced will make us a healthler, stronger, and better people, and I
believe that these laws can be and ought to be enforced and are being
more and more generally observed in the country as a whole,

RECOGNIZES CERTAIN EVILS

“1 recognize the truth of much that 1s sald as to the increnss of
drinking among certain groups and classes of people, the lowering of
gtandards, the flask-carrying, and other disgusting and degrading praec-
tices which have been introdeced among those who ought to know
better and to have nobler ideals of life. I recognlze the evil and cor-
ruption connected with bootlegging in which, let us remember, the
respected members of society who patronize the bootlegger and so
create him are just as reprebensible as the men whom they thus tempt
and pay to violate the law.

* We must remember, however, that the pictures of these violations
of the law are drawn usually by those who wish to use them as an
argument for the repeal or modification of the law, Other laws of our
land are difficult of enforcement and are frequently violated, but we
do not, therefore, suggest their modification or repeal. We must con-
gider this law not in its effect upon certain groups or communities who
willfully choose to defy and violate it, but in its effects upon the life of
our country as a whole, and so considered there is, in my judgment, no
room for serious doubt as to its beneficial results,

“By a great part of our people we see this law respected and
obeyed. We see its observance in the country as a whole increasing
and not decreasing, We see the lives and homes of our wage earners
and our plain people immeasurably benefited by it. We see in many
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places jails closed because they are no longer needed. We see in such
a gltuation as the present coal strike the entire absence of disturbance
and disorder as a result largely of the prohibition laws. There is not
the slightest likelihood that the country will ever repeal the prohibi-
tion laws, and we all know this.

CALLS WET PLANK IMPOSSIBLE

* Nelther of the two great political parties could be prevalled upon
even to consider a wet plank in its platform. Any political party
which adopted such a plank would sign its own death warrant.

*“1 do not belleve that the Volstead Act should ba modified at this
time. When the law is being so observed by all that we can ba
assured that its modification would not mean its practical nullification,
when its modification is desired by the sincere friends as well as by
the enemies of prohibition, some modification of it may and probably
will be made.

“The return to the sale of wines and beer which some are advocating
would, in my judgment, increase and not reduce the present evils and
would make any enforcement of the law impossible. I do mnot belleve
that the country as a whole would listen to this.

“1I see that some of our bishops and clergy say that this law can not
be enforced. Instead of saying that it can not be enforced let us do ous
part to arouse the spirit which will insure its enforcement and giva
our help more strongly to our brethren and the other authorities who
are laboring far more earnestly than we to secure this.

“Let me present briefly three or four of the main facts In regard
to this question as I see them :

"“1. This law is not a wrong or evil or impious one such as wa
should be justified In refusing to obey. I quote the words of John .
Sargent, Atforney General of the United States, in his recent address to
the New York State Bar Assoclation: ‘ That a traffie which for genera-
tions has been recognized and discussed and written about by economists,
soclologists, and jurists as an evil may be marked for extinetion by the
lawmaking power and agencles of the country is not only settled
law, settled beyond the stage of being longer open to guestion, but it
has been settled and rests on foyndations of soundest reasoning,’ and
our country had the full right to make that law.

BEES OBEDIENCE A DUTY

“The prohibition law being the law of our land, It is the duty of
every good citizen to obey it. To quote the Attormey General again,
‘In this country the will of the people, expressed at the ballot box,
creates the duty of the citizen upon the subject voted upon,’ The
Attorney General no doubt recognizes, as I certalnly do, that a law
might be passed by a human tribunal so implous in its nature, so con-
trary to the law of God and of right that it would be our duty to
defy and resist it to the death, but this Is not such a law. If we are
ever to resist the law In the name of personal liberty, I hope it will
be In a higher- cause than the right to buy and drink intoxicating
lquors,

3. Those who disapprove this law have the right to say so, and to
work in lawful ways for its modification, or repeal, but no citizen of our
land has the right to disobey this law or to encourage others to do so,
and no one can do this withont reflection upon himself and injury to
the life of our country. As President Coolldge has sald: *It is the
duty of a citizen not only to obgerve the law but to let it be known
that he is opposed to its violatlon. A democracy can endure only
upon the foundation of observance of the law,

4. The law has its great importance, but we must not depend only
upon the law to promote temperance among our people. It Is quits
true that ‘social leglslation is never a substitute for social education.’
In this one polnt, and this only, I agree with the recent statement
made in the name .of the Church Temperance Soclety. We need and
should have by all the churches a contlnuous campalgn of information
and education as to the evils, physical, intellectual, economic, moral,
and spiritual, which have cursed the world as the result of the use of
intoxicating drinks.

URGES VOLUNTARY SUPPORT

“5. Last, T wish that we might 1ift this subjeet up from the level
of mere law enforcement to the higher level of free, voluntary, willing
support of the law for the sake of the common good.

“In view of what our race has suffered through the evils of strong
driok, in vlew of the agony which fathers, mothers, and children have
suffered from it, in view of the fact that its suppression means the
reductlon of poverty, sorrow, disease, and crime, may we not all of
us be willing and glad to make such surrender of our personal liberties,
or of our tastes, as the law calls for, and to see prohlbition fully and
falrly tried.

“We know that it was good for the young men of our land doring
the war and we know that it is equully good for them now. We are
all stirred with pride and admiration at the wonderful and heroic
rescue of those In danger by Captain Fried and the officers and men
of the President Roosevelt, That s an example which is an honor to
our country and gives all of us a fresh impulse for nobler living.
What a magnificent thing it would be If for the ald of those who arn
endangered by strong drink we should all of us give our full support
to the prohibition laws. What better exhibition could there be of the
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fdeallsm of Amerlea than such willing surrender of our preferences
and tastes for the good of all and for the help especially of our weaker
brethren? Shall we not all give our help to 1t? g

“There i8 no nobler spirit than that which says with St. Paunl, ‘If
meat maketh my brother to stumble, I will eat no flesh forevermore,
that 1 make not my brother to stumble,’

“I wish that the clergy of our church and of all churches all over
_ our land would join in a crusade for such voluntary and noble action
in support of the law, and that the people of all churches and all
good citizens would unite in such a movement. Can anyone doubt
that this would be for the moral and spiritual good of our country?”™

NISETEEX Bisuors oF Eriscoral. FaiTH STasp kY Dy Law—Five
Favor MOpPICATION OF AcT AS PROPOSED BY CHURCH BOCIETY—
Masoniry rorR OBSERVANCE—FEAR RyrTurNy oF THE CONDITIONS
WHICH ExISTED BEFORE THE PassiNG oF SALOONS—FoES RIDICULE
™hE Law—THEY HoLp IT 18 Nor EXFORCEABLE AND Has BROUGHT
0¥ GENHEAL LAWLESSXESS

Twenty-four bishops and suffragan bishops of the Protestant Episco-
pal Chureh have answered an Inquiry from the New York Times as to
whether they approve the change of policy of the Chureh Temperance
Bociety in favor of modifylng the Volstead Aect, Of that number 5
favor modification and 19 announced their opposition to a change in
the present law.

The inguiries sent by the Times to the bishops and suffragans asked
whether you “approve or disapprove of the stand of the Church Tem-
perance Boclety favoring modification of the Volstead Act™?

The bishops lined up as follows:

FOR MUDIFYING VOLSTEAD ACT

Bishop Frederick B. Howden, Alberguerque, N. Mex.
Bishop Cameron Mann, Orlando, Fla.
Bishop George Herbert Kinsolving, Austin, Tex,
Bishop A. C. A, Hall, Burlington, Vt.
Bighop John C. White, Bpringfield, 111

AGAINST MODIFYING VOLSTEAD ACT

Bishop Willlam T. Capers, Dallas, Tex.

Bishop J. P. Tylor, Fargo, N. Dak.

Suff-Bishop W. Blair Roberts, Sioux Falls, 8. Dak.

Suff-Bishop 8. M. Griswold, Chicago, Il

Bishop John C. Ward, Erie, Pa.

Bishop James R. Winchester, Little Rock, Ark.

Bishop Benjamin Brewster, Portland, Me.

Bishop E. Cecil Seaman, Amarillo, Tex,

Bishop Walter Taylor S8umner, Portland, Oreg.

Bishop R. H. Mize, Topeka, Kans,

Bishop R. H. Weller, Fond du Lac, Wis.

Bishop Lewls W. Burton, Lexlngton, Ky.

Bishop Edwin B. Lines, Newark, N. J.

Bishop George A, Beecher, Hastings, Nebr.

Bishop J. M. Francis, Indianapolis, Ind.

Bishop James E. Freeman, Washington, D. C.

Bishop J. H. Darlington, Harrisburg, Pa.

Bishop James Wise, Topeka, Kans.

Bishop W. Blair Roberts, of Bouth Dakota, wired:

“While T am not opposed to light wine and beer, T am opposed to
any modification of the Volstead Act or the elghteenth amendment so
long as civil officers are so remiss in enforclng the law and church
members and other leading citizens show such utter disregard, not of
that particular statute but of law, by persistently and openly dis-
obeying it.”

Bishop Thomas F. Gaflor, of Tennessee, wired that he was not a
member of the Church Temperance Soclety and could not express an
opinion, and Bishop Edwin H. Coley, of Utica, * preferred to make no
comment.”

DISAPPROYES OF STAND

Torexa, Kaxs.,, February 5.—I entirely dlsapprove of the stand of
the Church Temperance Boclety favoring modification of the Volstead
Act. The history of the State of Kansas has demonstrated the value
of prohibition and the practicabllity of its enforcement,

Bishop JAMES Wise.

PorTrAND, Onkg., February 4.—Empringham statement does not
represent church’s attitude. What he may say, or small groups employ-
ing bhim, does mot express the mind of the Episcopal Church. Most
heartily disagree with his recommendatlons. After living 10 years in
old Chicago red-light district, as chairman of Chicago’s first Municipal
Vice Commission, am convinced conditions to-day improved tremen-
dously over wet years, soclally, economically, morally, notwithstand-
ing deplorable disregard for law enforcement in certain quarters and
among certain classes. Drunkenness throughout old district almost
universally due to beer drinking and vice protectionm by brewery in-
terests,
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Return to beer is for no other reason than to provide intoxicant,
Thope who deny this are either lgnorant or interested in doing =o.
Volstead Act law is here to stay. Fathers and mothers and wives
who have suffered will prevent its modification, which wonld ulti-
mately and intentionally end its usefulness. It can be upheld and is
bound to be more and more as time passes,

WaLrer TAYLOR STMNER.

CONDEMXNS “LIQUOR RING™

Foxp Du Lae, Wis,, Febroary 4.—I think the prohibitlon amend-
ment as interpreted by the Volstead Act has done as mueh good as
could have been expected, considering the looseness of its enforcement,
During a long period It has been a football for politicians, but at
present seems to be in the hands of its friends, who are making reason-
able progress. The old saloon system, with all its attending evils,
was under the control of the brewerles and the distillers, and any
radical amendment of the Volstend Act would put them in the saddle
again. I do not think we can afford to admit that the liguor ring is
stronger than the Government, nor do I think the Supreme Court
wonld ailow Congress to practically nullify the Constitution.

R. N. WELLER.

WOULD OPEN WAY TO LAWLESS

BALINa, Kaxs,, February 6.—Am wholly out of sympathy with state-
ments of the Church Temperance Society, which does not speak for
the Episcopal Church, and probably has not members in the West.
The Episcopal Church in these parts is whole-hearted on the elghteenth
amendment and the Volstead Act. To modify the law would but
open the way to further lawlessness. Most of us are glad to obey
the law, and rejoice in the good influence upon our economic and
social Tife. &

R. H. Mize.

.
S—

SHOULD BE LARGER MODIFICATION
WisTER PARK, Fra., Febroary 5.—I have not seen the proposition
of the Church Temperance Society. But I am fully convinced that
there should be very large modifications of the Volstead Act. The
rights of Individuals and the welfare of the community require this.

CaMERON MAXN.

BELIEVES PEOPLE IMPROVED

LexivgroN, Ky., February 5.—Terrible things have heen attributed
to prohibition which have had other causes and which wonld have been
worse without the constitutional amendment. This is true of the
behavior of young people. It is the extreme of the new freedom and
parents are reaping the barvest of the laxity, materialism, and irre-
ligion they themselves have sown.

The disrespect for law had a serions menace in this country, even
before the World War. I believe that the general condition of our
people in this country has been decidedly improved by prohibition.
Prohibition is a huge nation social experiment In the result of which
the world is interested. Let respectable people aad, above all, Chris-
tians, set an example of loyalty to law; let them deny themselves for
the sake of weaker brethren. Such a stand will turn the tide in favor
of prohibition and give us & nation sober and prosperous.

BisHor LEwis W. BunTox,

DISAPPROVES SOCIETY’'S ACTION

Newank, N. J,, February 5.—Bishop Lines of Newark entirely disap-
proves of the action of the officers of the Church Temperance Soclety and
thinks no one ought to regard it as expressing in any way the minds
of the Episcopal Church. The society had no official connection with
the Eplscopal Church whatever and the friends of strong drink are
seeking unwarranted comfort from the report, while the enemies of
strong drink should not be discouraged.

WOULD NOT VOTE FOR REFPEAL

HasrtivNgs, NEB., February 5.—1 do not belleve that this actlon of the
Chureh Temperance represents the feeling of the majority of the mem-
bers of the Episco Church of the country. I did not vote for the
Volstead law, but I would not vote fo have it repealed. I disapprove
of the principle of the modification of the act, because I do not belleve
there is a middle ground.

GeoroE A, BEECHER,
SUPPPORTS TEMPERANCH BOCIETY

AvsTIN, TEx., February 5.—I heartily approve the stand of the Church
Temperance Soclety, and, in ndditlon, have always been strongly op-
posed to extreme prohibition. The conclusions of the Church Temper-
ance Boclety are, In my opinion, true and unanswerable,

Bishop GEORGE HERBERT KINSOLTING,
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GLAD TO SEE MODIFICATION
BURLINGTON, VT., February 5.—While in favor of enforcement of ex-
fsting laws, I should be glad of a modification of the Volstead Act. The
Church Temperance Soclety should consult its members.

A. C. A, Barn,

CONSIDERS ACTION ILL-ADVISED

INDIANAPOLIS, IND,, February 6.—I consider the action of the Church
Temperance Society ill-advised and harmful in its effect. While I
believe much more in temperance than in prohibition, I feel strongly
that so long as the Volstead Act is in effect the law should be obeyed.
The Church Temperance Soclety, which is 4 voluntary organization,
does not and ean not speak for the church.

JosegrH M. FRANCES.

MAKES NO COMMENT
Urica, N. Y., February 5.—Prefer to make no comment on the subject
suggested.
Very truly yours,
Epwarp H. CoLey,

THINES THE LAW I8 A JOKE

Spriverinep, ILL., February 5.—I am heartily in favor of the report
of the Church Temperance Soclety and thelr stand for a modification
of the Volstead Act. I do not belleve that the present law can be
really enforced without a standing army. It has become largely a
great joke and a source of corruption of our young people and is a gold
mine to bootleggers in every grade of our society. No use hoodwinking
ourselves in the face of facts; they are well known to everybody who
wants to know.

JouEN C, WHITE.

CHURCH STANDS FOR ENFORCEMENT

WasHINGTON, D, C., February 5.—The church ean {1l afford to indulge
in a discossion that must lnevitably result in weakening of law enforce-
ment, It is the business of the church to stand for the enforcement
of law. It weakens its whole appeal when it joins with those who to-
day are utterly heedless of their obligations to what is the duly con-
stituted law of the land.

If the church would address itself more unremittingly to the supreme
business of strengthening the moral character of the peopls, it wounld
gain a firmer hold upon those who to-day lightly esteem it.

Buch pronouncements as those recently made have behind them
nothing of authority and make no impression whatever upon public
opinfon. The lawmaking bodies of this couniry are not affected by
gtatements that proceed from such sources.

JaMEs E. FREEMAXN.

SHOCKED BY SOCIETY PROPOSAL

Hanrisbure, PA., February 5.—In answer to your inquiry would state
that as vice president for many years of the Church Temperance Society
and one of its oldest members I was shocked to read in the newspapers
of the contemplated change in its policy from its past ardent support
of the prohibition law, The soclety at its beginning supported high-
license laws, but when they were found to be almost worthless in con-
trolling liguor excesses its new superintendent, Doctor Empringham,
published stromg prohibition articles In our magazine ecalled “ Temper-
ance.”

When ‘the Volstead Act was passed many felt that the soclety had
accomplished its work, and so regular publication of the paper ceased
for a time and the society advocated other reforms, Though I hnva
paid dues to the soclety I have recelved no notice of meetings for
geveral years, and had no knowledge of the recent meeting of the
gociety, and so did not attend, and think that the bishops and other
clergy and lalty are by any great majority againet exempting wine
and beer, and In favor of supporting Presldent Coolidge in the strict
enforcement of the prohibition law as it now stands, as it has been
g0 successful In the rural districts and many cities. There should
be another meetlng of the soclety held soon to recomsider and express
the will of the majority of the church.

Bishop Talbot, recent presiding bishop, and I are both In favor of
the present law. Bishop Colmore, of Porto Rico, told me yesterday
that he held the same view. Bishop Ward, of Erie, favors prohibition,
and his splendid resolution for stricter law enforcement was passed
unanimously in the House of Bishops in New Orleans last October.

Rescue missions know that beer drunkards are hardest to reform.
When I was in Berlin to lecture at the university last July a large
vote was polled in the German Reichstag to limit the brewers’ pur-
chises of barley so starving children could have bread.

Due to the Volstead law there are now no open legalized llquor
saloons from the Atlantie to the Pacifie, wherein bad women and worse
men, gamblers, panderers, and vote buyers can nreet and corrupt our
youth. In former coal strikes like the present there were rioting and
bleodshed, but thanks to our probibitionist and churchman, Governor
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Pinchot, and our law-enforcing judges, with miners idle for six months
and much poverty and distress, there has been no disorder, no law-
breaking. To weaken the national prohibition law, which is working
so admirably when properly supported by the State authorities, would
be criminal foolishness, and the plain people and business interests of
the country will never submit to it. The diocese of Harrisburg, which
covers a territory larger than the four States of Rhode Island, Con-
necticut, New Jersey, and Delaware, has twice in dlocesan conventions
voted unanimously for strict prohibition enforcement.
JAMES HENRY DARLINGTON.

BAYS CONDITIONS WARRANT ACTION

ArpvqQuerque, N. MEex.,, February 4—The stand taken by the Church
Temperance Soclety in relation te the present applieatfon of the na-
tional prohibition is, in my opinion, warranted by actual conditions
throughout the country. Prohibitlon as we now are attempting to en-
force it has become a menace to the beat moral and clyic interests of
the Natlon, and the suggestion that the Volstead Act be modified seems
a possible remedy. It should at least be given sympathetic considera«
tion by Congress in a serious effort to bring relief to an intolerable
condition of injustice, hypoerisy, and lawlessness.

Bishop FrepErick B. HowbeX.

DENOUNCES BREAKERS OF ALL LAWS

S1oux FarLs, B. Dak., February 6.—While not opposed to light wine
and beer In themeelves, I am opposed to any modification of the Vol-
stead Act or the eighteenth amendment so long as civil officers are so
remiss in enforeing the law and church members and other leading
ciiizens show such utter disregard not of that particular statute but
of law by persistently and openly disobeying it.

Bishop W. Brate ROBERTS,
DISAPPROVES LAW HINDRANCE

Evaxstoy, InL., Febriiary 5.—1I heartily disapprove any action which
makes more difficult the enforcement of the prohibitory law.

Bishop 8. M. GriswoLD.

URGES STRICT EXFORCEMENT

Errs, PA., February 4.—Years ago I became an honorary viee presl-
dent of the Church Temperance Society, as I thought it was helping
the cause of temperance. No one has a right fo assume that the men
who were interested in this soclety years ago approve of Doctor
Empringham's present stand. Personally, I am strongly opposed to the
modification of the Volstead Act and heartily in favor of the strictest
enforcement of that act and of the eighteenth amendment. I think the
strict and impartial enforcement of these laws would result in the
greatest economical, social, and general ad-ance of the whole Nation.
As Aftorney General Sargent pointed out, the real problem 1s to per-
suade otherwise respectable and law-abiding citizens to cesse bribing
bootleggers to break the laws of the United States. This great task of
education and conversion is part of the responsibility of all the
chuarches.

Bishop Jomy C. Wazp,

CALLS EXPERIMENT TOO UXNCERTAIN

PORTLAND, ME, February 4.—The remarks of the superintendent of the
Church Temperance Soclety, If correctly reported, seem to me not to be
based upon a thorough investigation of conditions throughout the
country, especially In rural districts. Whatever critlcism on theoretical
grounds may be made of the principle of prohibition, I believe the duty
of the hour is to promote the observance of the present law among all,
rather than to hazard the experiment of a modification, which we are
by no means certain would diminish the evils that arrlve from the
defiant attitude of some people” 1 therefore disapprove of the attempt
to modlfy the Volstead Act.

BENJAMIN BREWSTER,
Bishop of Maine,

SAYS NATION ACCEPTED PROHIBITION

Farao, N. Dak., February 4.—For more than 100 years prohibition
was intensively and extensively studied and discussed. No question ever
declded by the Amerlean people was better understood. Before national
prohibition went Into effect 33 States, acting separately for themselves,
had adopted prohibition. More than three-fifths of the people and
four-fifths of the territory were under prohibition. The elghteenth
amendment was submitted by a vote of more than two-thirds by both
Houses of the Unlted Btates Congress and has been ratified by 46 of
the 48 States.

By opinion of the United States Supreme Court in 1020 both the
eighteenth amendment and the Volstead enforcement code were de-
clared to be constitutional, With prohlbitlon and every other law the
good of the people can be enforced by placing men In authority who
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have the inclination, eourage, and ability to do what they are pald and
gworn to do. For these reasons and for the fact that prohibition is
succeeding I am opposed to the new position taken by the Church
Temperance Soclety of the Episcopal Chureh if eorrectly stated in the
prees favoring modification of the Volstead Act to legalize Deer and
wine. 1 do not agree with the sentiments expressed by the Reverend
Doetor Emphringham.
Bishop J. P. TYLER.

URGES SUPPORT FOR DRY LAW

AyaARiLLo, Tex., February 5,—The announcement favoring modifica-
tion of the Volstead law distresses me as lining up Doctor Empring-
ham's unofficial society with organized liquor trafiic, which is impeding
law enforcement. In Texas good citizens sought not to modify the
law mgainst cattle stealing but gradually reduced the violatlon to a
minimum by destroying offending organizations. Our church stands on
the officlal action of the 1916 general convention and the 1917 House
of Bishops as follows:

“This church places itself on record as fav oring such action in our
legislative assemblies as wlll conserve the largest interest of temperance
and the repression of the lignor traffic.” (Journal of general conven-
tlon of 1916, p. 828.)

And, “grateful for the action of the I'resident aund of Congress in
restricting the manufacture and sale of liquor, we urge all to support
the authorities in enforcing the law and to set a personal example of
abstinence,

* Individuals or societies taking any other position repudiate the
church's position and in my opinion impede righteousness.”

E. CECIL BEAMAN,
Bishop of North Tenas,

DEMAND OF UNION LAROR FOR BEER

Mr. BROUSSARD. Mr. President, just immediately follow-
ing the matter offered by the Senator from Washington [Mr.
Joxes] to be printed in the Recorp, I ask that there be printed
in the Recorp an article appearing in the Washington Herald
of this morning entitled “ Union labor demands beer and asks
clergy’'s aid.”

The VICE PRESIDENT. Without objection it is so ordered.

The article referred to is as follows:

[From the Washington Herald, February 8, 1926]

Uxion LiBor DEMANDS BEErR AND Asks CLERGY'S AID—DRY LAw
FaiLs, SAys Gmeex, 1N OpeENING Drive T0 Momry Acr—LasT Two
FeoeratioN CoxveNTioNs INponsep WINES AND 2,756 PEr CENT Brew,
He Poixts OUT—CHUERCH URGED 10 HELP—CONFERENCE 10 PROMOTE
“ REAL TEMPERANCE” 18 PLANNED AS PART O0F WORKERS' FiGHT

NEw York, February T.—Organized labor is preparing to hurl its’

weight onto the secale agalnst prohlbition. With Willlam Green, presi-
dent of the Ameriean Federation of Labor, coming out flatfootedly for
the amendment of the prohibition act and a national committee en-
deavoring to enlist the clergy of the country in the movement, the
workingman {s getting ready to open a drive for hls beer.

Green's attitude is revealed in a bulletin being circulated to-day in

‘national labor circles by the International Union of United Brewery,

Flour, Cereal, Mill; and Beft-Drink Workers,
 PROHIBITION FAILS ¥

It quotes him as saying the last two Federation conventions favored
2,756 beer, and prohibition is a failure. He says:

“YWe feel that the failure to enforce prohibition is breeding con-
tempt aund disrespect for law in general,”

At the same time the National Committee of Organized Labor to
Amend the Volstead Act announces it will call an immediate conference
with the clergy to Lring about genuine temperance.

BPURIOUS DRINKS

John Sullivan, president of the Central Trades and Labor Council
of Greater New York and Vieinity, representing 700,000 workers,
to-day declared labor thinks light wines and 2.75 beer are the proper
remedy * for the destruetion and misery caused by spurious drinks.”

He sald the natlonal committee will seek the support of clergymen
of all denominations, adding:

“ It is apparent that clergy of all denominations, Protestant as well
as Catholle, see the necessity of bringing about an amendment of the
Yolstead Act.”

THE FEDERAL ESTATE TAX

Mr. FLETCHER. Mr. President, I ask to have printed in
the Recorp a short editorial from the Washington Post of
yesterday, entitled “ The Federal estate tax.”

There being no objection, the editorial was ordered to be
printed in the Recorp as follows:

[From the Washington Post, Sunday, February 7, 1928]
THE FEDENAL ESTATE TAX

In defense of the Federal estate tax it is said that it will tend to
check the growth of large fortunes, But ls mot such a Federal death
tax a penalty on industry, thrift, and business success? Do not the
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possessors of large fortunes already pay a large income tax to the
Government ?

The estate tax is communistic in essence; and mo party except the
Bocialist Party indorses the Federal estate tax,

It is claimed that Jefferson and Wilson indorsed a Federal estate
tax. Where and when did Jefferson eyer indorse such a tax? True,
President Wilson in 1916 signed a tax bill containing a Federal estate
tax, but that in the emergency of war, when revenne was needed froia
all sources.

Should not the South vote solidly against a Federal estate tax?
Such a tax Is not pald by great corporations, but is pald by individuals,
A Btate Inheritance tax Is quite sufficient.

Take the State of Texas, for example, The House provision for a 20
per cent Federal estate tax, with 80 per cent refunded to the estate in
Texas paying a State inheritance tax, says to the State of Texas:
“If you refuse to obey my commands, instead of taking annually out
of your State $4,000,000 as an finheritance tax, your State will le
penalized, and for your disobedience it will be assessed a fine of
$16,000,000 and will have to pay annually $20,000,000 to Washington,
instead of $4,000,000."

Every dollar taken from the people by the Government not necessary
to carry on the Government is governmental robbery. The Fediral
estate tax provided for in the Hounse measure plainly states that the
Government needs only one-fifth of the sum which it will take from
the States if they dare refuse to do what the House demands.

The Senate blll repeals altogether the Federal estate tax. This
amendment should stand and become a part of the law,

RECESS

Mr. SMOOT. I ask that the Senate carry out its nnanimous-
consent agreement to take a recess until 11 o'clock to-morrow.

The VICE PRESIDENT. Withowt objection, the Senate will
stand in recess until to-morrow at 11 o'clock.

Thereupon the Senate (at 9 o'clock and 15 minutes p. m.)
took a recess until to-morrow, Tuesday, February 9, 1926, at
11 o'clock &. m.

HOUSE OF REPRESENTATIVES
Moxpay, February 8, 1926

The House met at 12 o'clock noon.
The Chaplain, Rey. James Shera Montgomery, D D., offered
the following prayer:

O Thou who art the King of kings and Lord of lords, to
whom the rich and the poor, the tutored and untutored, the
high and low, may look up with faith and call Thee “our
Father,” hear our prayer. We praise Thee that Thon art so
infinitely divine; we are so human, Sometimes we fail and
falter, and our judgment is weak, and desire takes the place of
need. Do Thou endow us plenteously with those gifts that
enlighten the mind, so that our daily labor and personal conduct
shall be in harmony with Thy will. We pray that Thy Holy
Spirit may be with our whole country, so that the nations shall
know that we are the éxponent of those wonderful virtnes
which were taught and incarnated in the life and character of
Jesus of Nazareth, the Savior of men. Amen.

The Journal of the proceedings of Saturday, February 6,
1926, was read and approved.

LEAVE OF ABSENCE

By unanimous consent, leave of absence was granted to Mr,
Rossiox of Kentucky for one week, on account of impurtang
business.

DISTRICT BUSINESS

The SPEAKER. This is District day.

Mr. ZIHLMAN. Mr. Speaker, I move that the House resolve
itself into the Committee of the Whole House on the state of
the Union for the consideration of District business now on the
calendar. Pending that motion, I submit a unanimous-consent
request that general debafe upon all these bills be limifed to
three hours,"one half to be controlled by the gentleman from
Texas [Mr. Brantox ] and the other half by myself.

The SPEAKER. The gentleman from Maryland asks nnaui-
mous consent that general dehate upon these bills be confined
to three hours, one half to be controlled by himself and the
other half by the gentleman from Texas [Mr. Braxrtox]. Is
there objection?

Mr. BLANTON. Mr. Speaker, that would be satisfactory,
with the understanding that the committee program as under-
stood in the committee be carried cut in respect fo certain
bills.

Mr, TILSON. Mr. Bpeaker, will the gentleman from Mary-
land yield?

Mr, ZIHLMAN, Yes.
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